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THE OUTLOOK 


Why Common Stocks Rise—Prospective New Security Issues— 
Money and Bank Loans—The Railroad Problem—Construction 
Work Small— The Market Prospect 


LTHOUGH the really important business of the moment is the flotation of the 
Victory Notes, the public appears to have plenty of capital or credit left over with 
which to buy stocks. More than a score of million share days, with the highest 

record nearly one and three-quarters million, testify to the active desire of the people gen- 
erally to anticipate the peace prosperity which they believe must come. 





Influence of High Commodity Prices 


NE of the important factors making for high prices for common stocks of industrial 

and miscellaneous companies is the continued high level of commodity prices. The 

decline from the top figures of 1918 for commodities in general has been only 10% 

in the U. S. and 9% in England. According to the latest index numbers, our prices are 

still 100% above those of June, 1914, and English prices are 120% higher than that 

date. And prices on the continent of Europe are relatively still higher than those in 
England. 

The great advantage of this high price level as affecting common stocks lies in the 
fact that bonds and preferred stocks, which precede the claims of the common in corporate 
organizations, are limited to a fixed interest or dividend return, while the common stocks 
get what is left over after these prior claims are satisfied. 

High prices naturally mean higher profits, measured in dollars, even though operat- 
ing costs have also risen in the same proportion, as explained on page 10 of our last issue. 
And since bonds and preferred stocks still get only the same amounts as when prices were 
lower, a much larger percentage of profit is left for common stocks. 

This point is of great importance and has received less attention than it deserves. On 
the present high level of commodity prices, common stocks are legitimately entitled to sell 
relatively higher, compared with bonds and preferred stocks, than they would sell at a 


lower level of commodity prices. 
New Security Issues in Prospect 


SSUES of new securities from December to March showed some tendency to increase 
I above the low level necessitated by war financing, but fell off again in April, the total 
being only $67,724,000. With the last of the Liberty Loans out of the way, there 


will unquestionably be a considerable increase in new flotations by corporations. Many 
companies need capital, but their needs have been subordinated to those of the Gov- 


ernment. 


These prospective new issues will find a market, although at relatively high rates of 
interest compared with the years before the war. The activity of the stock market and 
the ease with which current new Curb issues are disposed of indicates that the public has 
money to invest and also has the disposition to invest it. 

Plans are also on foot to sell foreign securities to American investors and it is 
probable that these will be taken here in considerable quantities. It is assumed that the 
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War Finance Corporation will issue additional bonds to aid in promoting foreign trade. 
Meantime, the Government continues to lend directly to European nations. How long this 
policy will be continued is not known and probably has not been decided. 

It is evident, therefore, that there will be plenty of demand for American capital as 
fast as it accumulates. Easier money markets are expected to follow the Victory Note 
sale, but it is difficult to see how there can be any great fall in the interest rates obtainable 
for investment capital until the supply has time to catch up with the dgmand. 

Moreover, while this is the last regular Government loan campaign, it will be neces- 
sary to issue Treasury certificates from time to time, most of which will doubtless be taken 
by the banks. But regardless of who takes them, they will absorb capital temporarily. 


Money in Circulation 


in circulation in the U. S. and its connection with the general price level. It should 

also be noted that the large quantity of Government bonds outstanding has a 
decided tendency to increase the amount of money in circulation and by that means to 
maintain a high level of commodity prices. And to a less extent the same is true of other 
new securities issues. 

Government bonds have a different standing, both with the banks and with the public, 
from other obligations. The banks are more ready to lend on them and the public is more 
ready to borrow. Buyers of Liberty Bonds have quite generally felt that the bonds were 
practically the same thing as money in the bank and they show a disposition to make them 
serve the same purposes by borrowing on them. And the banks can readily rediscount 
Government bonds with the Federal Reserve Banks, thus turning them directly into money. 

As for other new security i§sues, while in many cases they are not so readily redis- 
countable, those who subscribe for them will often borrow on Government bonds for the 
purpose. 

It is probable that, including loans on the new Victory Notes, about $5,000,000,- 
000 of loans will be outstanding against Government Bonds as security. This is the real 
source of whatever “‘inflation’”’ now exists in this country. It is the principal reason why 
Federal Reserve notes in actual circulation have increased a billion dollars within the last 
year, and why money in circulation per capita in the U. S. is now $54.56 against $49.70 
a year ago and $34.74 in 1915. 

And with the additional rediscounting which will be done against further issues of 
Treasury certificates and against War Finance bonds, if issued as expected, there appears 
to be very little prospect of any early decrease in the amount of money in circulation. 

This creates a peculiar situation, because absorption of capital into bonds results, 
through the operation of the Federal Reserve System, in increasing money in circulation. 
We are turning our national indebtedness into money. This is a form of inflation, no matter 
by what machinery it is brought about. And as yet there is no sign of any beginning of 
deflation, which can only come about as the people and the corporations save up their 
current income and use it to pay off their loans on Government Bonds. 

It is highly important to our eventual economic stability that these loans should be 
retired as soon as possible; but we are considering here not so much what should happen - 
as what will happen, and the immediate prospect is that these loans will continue and may 
perhaps increase somewhat before they begin to decrease. 


This easy process of turning our national indebtedness into cash must have a highly 
stimulating effect both upon the stock market and upon general business conditions. It 
goes far to explain the maintenance of a high level for commodity prices and the sharp 


advances in common stocks in the markets. 


A N ARTICLE in this issue discusses the effect of the large amount of currency now 
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The Railroad Problem 


HERE is much significance in the statement issued by the Special Railroad Com- 
mittee of the Investment Bankers’ Association, to the effect that “It seems to be 
generally taken for granted by the bankers that there should be at least some meas- 

ure of unification of existing railroad lines.”” 

Various plans have been suggested for solving the railroad problem, and this idea of 
combining the roads into larger operating units has been a feature of nearly all of these 
suggestions. The Investment Bankers do not as yet indorse any special plan but the above 
expression of their views shows the trend of well considered opinion. 

At least 95% of the people who give the matter any thought whatever have already 
made up their minds that they do not want Government ownership or Government opera- 
tion of the roads. There can be no doubt that the roads will come back to their owners 
in some way. When and how are questions still to be settled, and they are not easy to 
answer. ‘The solution will be found, however, and the owners of railroad securities, 
while not disposed to any undue optimism at the moment, show no disposition to sacrifice 
their stocks at a loss. Our belief is that they are wise in assuming that attitude. 


Constructive Enterprise Still Stagnant 


while general business conditions show an improving tendency, the industries 
identified with new construction are running at half speed. The iron and steel 
industry is not operating much if any above 60%, copper mines below 50%, lumber is dull. 

The uncertainty of the railroad situation and the poverty of many public utility 
companies restricts purchases. Lack of sufficient ocean tonnage places a handicap on ex- 
ports of machinery, equipment and manufactures. And a still more fundamental reason 
lies in the continued absorption of capital by the Governments of the world. 

These difficulties cannot be immediately overcome. Yet it is clear that there must 
eventually be a great revival in building construction, in the electrical industry, in the es- 
tablishment of new industrial enterprises, etc. When that revival comes it will mean a good 
demand for construction materials of all kinds. 

The stock market looks ahead to these coming conditions. In the long run, the 
market will prove to be right, but it is unnecessary to add that realization does not always 
follow anticipation as promptly as desired. It was undoubtedly with that thought in mind 
that the directors of the U. S. Steel Corporation discontinued the extra dividends. The 
forthcoming statement of unfilled orders will show a further decline. 


W HILE the direct demand for consumption is excellent in nearly all lines, and 


The Market Prospect 


HE way in which the market took the reduction in the Stee! dividend was en- 
couraging. Aside from a rather sharp reaction in Steel common, the general 
market was but little affected. It was a demonstration of the ability and disposi- 

tion of the public to hold its stocks in the face of unfavorable news. Never before have 
we had a public with so much money and seldom has the public had any greater desire 
to speculate on the future of American industries. Developments affecting our corpora- 
tions whose shares are listed on the Stock Exchange are coming thick and fast. Some of 
these are favorable, others are adverse, but the public is construing most of the news as 
bullish whether it is or not. Many warnings ha¥e been issued, but these reach only a small 
portion of those who are plunging with pyramided profits. The movement must therefore 
run its course, which for the moment is generally in an upward direction, having assumed 
the proportions of an irresistible tide. With some exceptions it is time for conservative 
people to stand aside, on the ground that it is better to be safe than sorry. 

However, we believe that this is the time to buy preferred stocks and bonds as per 

our suggestions in the Market Prospect of our previous issue. 


Monday, May 5, 1919. 





The Need of a National Budget 
System 


By JOSEPH W. HARRIMAN, 
President of the Harriman Nationai Bank 


‘icy war is over and the incentive 


to demonstrative patriotism no 
longer existing, it wiil not be 
possible for Congress to continue to 
perform the Mosaic miracle of tapping 
the rock with any expectation that it 
will be followed by a gush of dollars. 
In my opinion, the time for action 
on a national budgetary system has 
arrived. The public, in spite of the fact 
that dollars may be worth only fifty 
or sixty cents, will no longer, after the 
heavy drains made by war loans and 
taxes, open their purses to pay Gov- 
ernment bills without an itemized 
statement. 


Unredeemed Pledges 


Both personally and officially, like 
every other business man, I have 
urged the need of a Government bud- 
get. So long ago as June of last year 
the Harriman National Bank pub- 
lished in the form of an advertise- 
ment an appeal for budgetary action 
and I did not hesitate to entitle the 
appeal “Unredeemed Pledges.” It was 
pointed out that the war had brought 
us face to face with the necessity of 
sacrificing our cherished hit-or-miss 
method of providing for Government 
expenses by appropriation, and calling 
attention to the fact that the platforms 
of both political parties practically 
committed them to the budget system. 

At that time the estimated Govern- 
ment needs were $24,000,000,000 for 
the year, and gauged by previous ex- 
perience, nobody knew whether the 
actual sum would be double or half. 
The budget system would have re- 
lieved the business mind of the worfy 
and irritation which it had to undergo, 
and is still undergoing. 

The Serious Problem of Taxation 

With the war over, the public will 
now have time to digest and assimilate 
some of the things that it learned dur- 
ing the war. We have learned for one 


thing what taxes mean and now we 
must learn to meet them. In fact, the 
taxation problem is a very present one, 
and should command the attention of 
every thinking person. 

The present problem of taxation is 
a very serious one. Before the present 
generation has passed away, it will 
have paid for the total cost of the 
war. In short, we are* assuming a 
portion of the debt which should be 
borne by our grandchildren and great 
grandchildren. 


The only way we can get a real 
survey of the taxation problem is by 
means of a National Budget, which 
we have never had in this country. 
The objections to a national budget 
along the lines followed in Great 
Britain, come chiefly from the politi- 
cians since such a system interferes 
materially with the “Pork Barrel.” In 
fact, appropriation is another name for 
extravagance, scandal, and pork. 


The British Budget 


In the British Parliament, the 
Chancellor of the Exchequer submits a 
written budget which contains an es- 
timate of the Government’s entire ex- 
penditures for the coming year, in- 
cluding appropriations, salaries, and 
other disbursements. Everyone can 
perceive exactly what is going to be 
spent and where the money will be 
spent, and everyone is free to criticise 
and suggest. The whole procedure is 
an open book. 

The obsolete, guessing method of 
appropriation must yield to the mod- 
ern and business-like method of the 
annual budget. The Government is 
now in trade, and to enjoy a success- 
ful commercial career, it must observe 
the best banking and business prac- 
tices. We have been admonished to 
thrift and saving; now we want to 
know where our money is going to. 
We are weary of that dealing which, 
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in response to the honest question, 
“What is the price?” 
answer, “How much have you got.” 

The Secretary of the Treasury has 
stated that it is necessary that a ra- 
tional programme of Government 
financing be executed. Such a pro- 
gramme must comprehend a budget, 
carefully itemized schedules of the 
needs of the country and of the sources 
available for meeting them. The ap- 
propriation method based upon de- 
mands of the heads of departments, 
often exaggerated, must continue to 
result in waste and extravagance. 

The budget system has been prom- 
ised by both political parties. If they 
will do nothing, and Congress will do 
nothing, unified initiative must be 
taken by the business men of the com- 
munity to force the public will upon 
the public’s representatives. What is 
everybody’s business is nobody’s busi- 
ness. 

Time For Reform 


If our expenditures are going to be 
as loose as those of the railroad ad- 
ministration; it is time for reform. The 
railroad administration, for instance, 
predicts, on an appropriation of a bil- 
lion dollars, an overhead of nine hun- 
dred million, and an income of sev- 
enty-five million a month. The aver- 
age returns for January and February, 
however, were but fourteen million a 
month. In short, the financing was 
all by guess work, and millions are 
thrown around like pennies. 

In addition to the Government tax, 
the taxpayer now has to struggle un- 
der a 3% State tax. What we need is 
a business administration. 

A war on leaks is not a popular 
move at Washington. I recall the 
other day reading that a representa- 
tive from Texas put in a bill asking 
for an appropriation of five million dol- 
lars to build a war memorial for the 
men from one small county of the 
great State of Texas. 

The habit of spending money easily 
for public purposes, which was ac- 
quired during the war, is not easily 
unlearned, and there is a great men- 
ace in the situation. 


brings the . 


- 

The only weapon against Govern- 
ment waste and extravagance is the 
vote. Every liberty bond owner now 
has an interest in the corporation of 
the United States, and wants to know 
how his corporation is going to spend 
his money. 


Bond Holders in the U. S. A. 


As liberty bond holders, they are 
now investors in the Government ex- 
actly as they would be investors in 
any private corporation. As such they 
are entitled to a full and comprehen- 
sive report as to the condition of the 
country’s finances at all times. The 
investors in the United States Steel 
Corporation, for example, are favored 
by that Company with complete and 
detailed statements. These statements, 
when published, are carefully gone 
over and minutely criticised with bene- 
fit both to the Company itself and 
therefore to the security holders of 
the Company. It should not be diffi- 
cult to frame a budget system for the 
United States that shall similarly in- 
form investors in the Government and 
financial 


tax payers of their exact 
status. 

I am confident that the wide and 
influential circulation of THe MAGAZINE 
or Watt Street will bring this mat- 


ter to the attention of those among 
the first to recognize the need. In- 
cidentally, I think they will be inter- 
ested in knowing that when the Harri- 
man National Bank called attention to 
the budget, it heard liberally and in 
favor of the budget not only from 
various parts of the country, but from 
a number of Congressmen, including 
Hon. Medill McCormick, Hon. Walter 
W. Magee, Hon. Eugene Black and 
Hon. Horace M. Towner. The last 
named, writing to me a few months 
ago, said “I sincerely hope that 
you may be able to create a public 
sentiment that will compel action by 
Congress. I suppose it -will be too 
much to expect anything to be done 
during this session, but if I understand 
the attitude of the membership which 
will constitute the majority of the 
next Congress, something will cer- 
tainly be done along this line.” 
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IX AGES OF INVESTMENT 


By VICTOR DE VILLIERS 


N the preceding article emphasis was 
laid upon the value of an early start, 
not only in regard to the purchase 

of securities, but also in the acquisition 
of that knowledge necessary to invest 
intelligently. While some first-aid sug- 
gestions may help out the business man 
who is “tired,” the shrewd investor who 
desires to take out all “there is to” Op- 
portunity in investments will do well to 
forget the tired feeling and other per- 
sonal discomforts; and apply himself as 
early as may be to a study of Fnvest- 
ments and the Investment Markets. 

“How should I go about it: what 
should I study: what shall I read?” 

I would suggest an initial investment 
in a good little library of selected stand- 
ard financial works. A comprehensive 
collection would probably total about 
fifty standard books, but I do not think 
it necessary to go as far as this for pre- 
paratory study. THe MAGAZINE oF 
Watt Street offers a Home Reading 
Course of. nineteen books by different 
authors. There are many suggestions in 
the course which are individually worth 
the entire cost of the lot, and the writer, 
having studied and reviewed the collec- 
tion, believes that the publishers would 
be taking no chances if they offered to 
sell them upon a “money-back-if-you’re- 
not-satisfied” basis. 

With such a collection of knowledge 
well assimilated as a background, the in- 
vestor-student could then look around 
and add to his knowledge from other 
sources. 

Spare hours applied in this way will 
eventually draw down handsome divi- 
dends far out of proportion to the time 
invested. 

As for current financial journals and 
newspapers, the author reads about ten 
dailies, five weeklies, many monthly -and 
bi-monthly magazines of acknowledged 
worth, condensed summaries of news and 
opinions, and practically every “market 
letter” of any importance, in order to 


keep in touch with current events and 
developments, as well as with general 
investment opinion throughout the coun- 
try. 

Should the average investor do this? 

He should—if he can. If he can- 
not, he should boil down his reading to 
the quantity that suits his convenience 
and the quality that pleases his taste. 

THE MaGazINne OF WALL STREET does 
this for you by condensing the best data 
so that the business man who has but 
little time to spare from his own work 
can get this information quickly and at 
little cost. 

In this connection it might be as well 
to point out the great value of concen- 
tration. The author’s suggestion is that 
the best results will be secured from the 
thorough study of a smaller quantity of 
financial literature, provided it is the best. 
Reading may be on a wide and general 
scale, but study should be within well de- 
fined limits and a still more definite ob- 
jective. 


In the Meantime 


Anticipating the S. O. S. call from the 
investor who is not yet fortified with the 
knowledge necessary to act for himself, 
the writer offers a suggestion which may 
well be considered first-aid to idle funds. 
The Statistical Department of Tue 
MaGAZINE OF WALL STREET often re- 
ceives an urgent call, sometimes by tele- 
gram, asking for advice as to the imme- 
diate disposal of five to fifty thousand 
dollars “now lying idle.” One would 
imagine that with the entrance of Uncle 
Sam into the borrowing field and his 
Liberty and Victory Loans advertised on 
every hand, money would have no excuse 
for loafing—even for an hour. Every 
investor, large or small, need never hesi- 
tate what to do in future, even while he 
is awaiting the advice he believes to be so 
urgent. 

Let him place every surplus nickel 
without hesitation or delay, temporarily 
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or permanently, in Liberty and Victory 
issues, so that his entire funds will be 
drawing interest every hour of every day. 
If he needs a higher yield (there is no 
excuse for selling otherwise) or greater 
opportunities for the enhancement of 
his principal, there is still no occasion to 
sell, as Uncle Sam’s obligations have the 
same working value and are just as ac- 
ceptable as collateral as money itself. 
The backbone of all investments, large 
or small, during the entire Six Ages of 
Investment should be well-rated bonds. 
Liberty Bonds and Victory Notes en- 
joy the highest investment rating in the 
world of finance: they are more gilt-edge 
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considered sufficiently broad to cover the 
average case. The subdivisions repre- 
sent the six main changes of investment 
life, advantage, opportunity or handicap. 
They show: 


First Stace: to the age of thirty. 
The would-be financier should be sharp- 
ening his wisdom-teeth at this period, but 
usually does not. This is the age of 
preparation, but is generally consecrated 
to rehearsals of the same old mistakes. 
Experience is scorned here, when cau- 
tion should be the rule. The only safe 
anchor at this age is a steady accumula- 
tion of high-grade bonds while studying. 
Preferred stocks of the best rating may 
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than any other bonds ever issued by na- 
tions or corporations: they even come 
ahead of British “Consols” and French 
“Rentes” which, prior to the World War, 
ranked foremost among investments. 
On merit, therefore, the writer would be 
unable to indorse an investment list as 
sound, well balanced, or high-grade, that 
did not contain a substantial proportion 
of the king-pin of all bonds. 


The Six Ages of Investment 


The various stages of investment as 
classified by the graph previously referred 
to are grouped for practical purposes 
from the year zero to sixty-five, which is 








also be accumulated, but less liberally 
than bonds. 

Seconp STAGE: to the age of thirty- 
five. The real beginning of the accumu- 
lation period, and the dawn of knowl- 
edge. The young man commences to 
realize that he has done many foolish 
things in the past, and is half resolved 
to turn over a new leaf. A good way to 
strengthen the resolve is to accumulate 
good bonds, preferred stocks and com- 
mon stocks covering a large number of 
industries, endeavoring to select those 
companies which have good prospects 
for growth. 

Tuirp Stace: to the age of forty. The 
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era of maturity, vigor and earning power 
is approaching its zenith, and the invest- 
or is warranted in assuming some slight 
additional risks, but only with surplus 
funds. He can add a moderate propor- 
tion of medium grade bonds, preferred 
stocks, semi-investment industrials, rail- 
roads and utilities. If his earning power 
is assured and exceptional he may be 
justified in including that hybrid (inge- 
niously phrased by THE MAGAZINE OF 
WALL StrEET)—specvestments. 
FourtH Stace: to the age of forty- 
five. In the danger zone and nearing the 
end of the average accumulation period. 
The average investor’s faculties have 
about reached the highest state of devel- 
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S1xtH STAGE: to the age of sixty-five. 
The age of caution, guardianship over 
the accumulation of a lifetime, and ma- 
ture contemplation. Nearing old age, 
the mature investor may well go back 
to “second childhood” so far as invest- 
ments are concerned, looking for se- 
curity of principal in the best bonds only. 
He should act as recommended for the 
investor of thirty, minimizing all chance 
of accident or loss, and whenever in 
doubt he should seek professional advice. 
Meantime, it may be stated as a general 
proposition that as a man is known by 
the company he keeps, a security often 
stands or falls on the acid test of public 
opinion as indicated by market quota- 
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opment they are capable of, and he has 
only a slender chance of increased earn- 
ing power. Speculative ventures are 
permissible to a moderate extent for the 
well-to-do; for all others they should be 
considered taboo. Those still dependent 
should only consider high grade invest- 
ments at this stage. 

FirtH Stace: to the age of fifty. The 
accumulation period is now over for the 
majority, and money lost at this age is 
seldom recovered. New investments 
should consist only of good bonds, pre- 
ferred stocks and the best among the 
common stocks—unless the investor has 
reached that happy culmination “Finan- 
cial Independence at Fifty.” Specvest- 
.ment or speculation should, ordinarily, 
not be considered unless the money in- 
volved can be lost with complacence. 


tions. Safety and six per cent are usu- 
ally synonymous, and the higher the yield 
the greater is the risk. This rule is not 
arbitrary but it is general for good and 
sufficient reasons. Higher yields, as a 
rule, can be safely selected only by care- 
ful study and an expert knowledge of 
investments. 

Standard securities are valued on a six 
per cent basis because they are worth it, 
and hundreds of thousands of investors 
are there to protect that opinion all the 
time. This is the best protection against 
market depreciation in the best securities. 

At this writing, a yield of six per cent 
on corporation bonds, seven per cent on 
preferred stocks, and eight per cent on 
common stocks is about the highest that 
may be fairly expected by the investor. 

(To be continued) 









Financial Leaders of To-Morrow 






HE financial district is full of young men who have made good and yet the demand 
far exceeds the supply. One day we hear of them in lowly positions and in a few 
short years, months it almost seems, we pick up the morning papers and find them at 
the head of their own firms or else elevated to positions of high trust in great institu- 


tions. 
fittest. 


It is but the interminable workings of that inevitable law—the survival of the 
In the business and financial worlds of today, as this is written, are hundreds 


of able young men whose names have never appeared in print outside of their “home 


town” papers but who in a few short years 


will be known through the length and 


breadth of the country. Some of them will be born rich and others poor but it is a safe 
wager that the poor-born will out-number those with wealthy parents. In this issue we 
present short sketches of two young men who belong to that rare genus the “native 


New Yorker.” 


But there are others equally as successful, who first saw the light 


many miles from the great city, which again demonstrates that the mere incidents of 


place and conditions of birth, count for but little in the long race. 
That is a platitude, but so are most eternal truths, for that matter. 


thing that tells. 


Ability is the only 


“CONSCIOUS MENTAL EFFORT’”—SAYS HALIBURTON FALES, JR. 


HE writer recalls when a few years ago 

Haliburton Fales was an obscure member 
of a not very prominent Stock Exchange 
house. Now he is the head of his own firm 
with four partners and thirty employes. Read+ 
ers of this publication will remember his ex- 
cellent contributions, always characterized 
by a terseness of style and a clarity of thought 
which rendered them distinctive. Now Mr. 
Fales is so busy that he rarely finds time to put 
pen to paper outside of his own work, though 
the writer hastens to go on record to the effect 
that Mr. Fales has promised to contribute to 
an early issue. 

Mr. Fales was born in New York City, April 
2, 1885, so that he has just passed the thirty- 
fourth milestone. His parents were not poor, 
neither were they rich. His was the advantage 
of a good education, and he graduated from 
Yale in the class of 1908 with the degree of 
A. B. “There was no field of endeavor that I 
did not aspire to in imagination,” he says, in 
speaking of youthful ambitions. “At one time 
or another I guess I pictured myself in about 
every conceivable role from that of a success- 
ful prize-fighter to the Presidency of the 
United States.” 

After leaving college his Penrod days im- 
pinged hard upon realities and he entered Wall 
Street via a brokerage house and a weekly 
stipend of $5. 

Mr. Fales is very averse to talking about 
himself and is especially anxious to avoid 
seeming to “preach.” “There is no particular 
best field of endeavor at the present time,” he 
says. “It is not a matter of the field of en- 
deavor, but rather the temperament and pro- 
clivities of the individual. The man with 
scholastic tendencies does not belong in the 


= the subject of the preceding sketch, 

Mr. Charles Ernest Reutter received as a 
return for his early business efforts a little 
more than 83c. a day, or, to be exact, $5 a 
week. His first essay into the troubled waters 
of finance was in the employ of the firm of L. 
Von 


Hoffman & Co. He is the youngest 








CHARLES E. REUTTER ALSO BEGAN AT $5 A WEEK 








‘Street’ any more than the financier on a farm. 
What do I think is the best way to succeed? 
Work like the devil and do more than is ex- 
pected of you. Conscious mental effort, study, 
self-control and hard work are necessary quali- 
fications for success.” 

Like most successful men, Mr. Fales is mar- 
ried, and his recreations are cruising, camping, 
fishing and reading. He is a believer in for- 
tune in men’s destinies, but insists that what 
the world will call “luck” always “comes to the 
best players.” 


young man who has been presented thus far in 
this series, for he is but twenty-nine years of 
age, having been born in New York City in 
1890. While not coming into the world with 
a silver spoon literally in his mouth, it is highly 
probable that if he had cared to spend a life 
of leisure he would have been able to do so 
without resorting to pewter. 
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He and his brother, Harry Reutter, form 
two-thirds of the present Stock Exchange firm 
of Hellwig & Reutter, which succeeded the 
‘long-established firm of Rudolph Keppler & Co., 
one of the oldest houses in the street. Mr. 
Reuter is an A. B. (which might also stand for 
Able Broker as well as Bachelor of Arts), 
Columbia, 1913. He is one of those rare young 
men who used great care in selecting their 
parents, for he was antedated by an able and 
successful father. From the time he was old 
enough to cut a coupon Mr. Reutter had his 
eye fixed on that little neck-of-the-woods 
bounded on the north by Fulton Street and 
on the south by Battery Place, i. e. Wall 
Street. He studied to perfect himself in the 
fundamentals of finance, world’s markets, the 
ebb and flow of capital and the underlying 
principles of sound and profitable investment. 
The firm which he represents has just moved 
into new quarters and is growing rapidly. 
“Wall Street is the place for young men with 
brains and the country for young men with 
muscle,” he says. 


“Success comes only to those who work and 
think and then work some more. One only 
‘arrives’ by the constant expenditure of mental 
effort backed by square dealing.” 


Mr. Reutter is a family man and has a son 
scarcely as high as a stock ticker. Walking, 
motoring and golfing he finds the most inter- 
esting diversions after the hours of ten to three 
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each day. He believes luck to be an important 
factor only as it presents opportunity, and that 
luck means nothing unless one “follows 
through,” to use his favorite golfing phrase, 
with thoughtful effort and absolute integrity 
in dealing with one’s fellowmen. 


That Malt Rechristening Party 


your life for your country while you were 
being re-christened out of your property is 


HAT American Malt rechristening party 

in which the directors ran away with the 
cake is still the prize scandal of Wall Street. 
Now comes an army captain from Camp Dix 
who accuses the directors of getting away 
with his property while he was helping whip 
the Huns. Also comes an injured shareholder 
who went to the office of a member of the 
New York Stock Exchange who is a director 
of the company and was told: “Well, you can 
just take it home and paste it on the wall— 
that’s what it’s worth.” Just like that! And 
yet the Stock Exchange permits it to be 
traded in on its floor. As a matter of fact 
the Malt deal was so raw and so barely 
within the law that it is going to be upset, 
undone and turned inside out for the inspec- 
tion of the whole world. 
* * * 

The captain’s letter on Malt is couched in 
good army language that even a mule could 
understand. He says in substance that he 
bought $800 worth of the common stock and 
that while he was doing his bit the directors 
took his property away from him. He says 
he does not believe their attion IS within the 
law. He says he attended a meeting of the 
company and was told by a large shareholder 
that the rights of the common stockholders 
would be recognized. Cheer up, Captain; it 
was a DIRECTOR, not a mere shareholder, 
who told that to the writer of this column. 
And, besides, being in the army and exposing 


nothing much. President Franklin, of the 
company, is a commander IN THE NAVY. 
Yes, sir; you better look out, or you will be 
courtmartialed for criticising a superior 
officer. Suppose they could prove they put 
your $800 into Liberty bonds—then where 
would you stand? The company is still in- 
tact. All they did was to change the name. 
They intended to swipe the assets, but they 
have decided to think it over before going 
too far. 
* * * 

The so-called reorganization of the Ameri- 
can Malting Company is illegal because the 
preferred stockholders formed a conspiracy 
with certain common stockholders, who, as a 
result of a bribe offered by the preferred 
stockholders, voted away all the rights of the 
commén stockholders who were not bribed. 
There never was a genuine vote of common 
stockholders on the question of the sale of 
assets and reorganization. Any stockholder 
of the company can upset the whole pretended 
reorganization by applying to the nearest 
court. The bribe offered was an agreement to 
treat assenting common stock as if it were 
one-fifth as much preferred; that is, a com- 
mon stockholder got one share preferred cer- 
tificate for five of common. 

Bribery nullifies an election. 

—N. Y. AMERICAN. 





Leading Opinions 


About Financial, Investment, Banking and Business Conditions 


Replogle Advocates 

Open Steel Market 

An open market, unrestrained by arti- 
ficial price-fixing and governed entirely by 
‘the law of supply and demand, is the solu- 
tion of the steel problem, according to J. 
Leonard Replogle, former director of steel 
supply for the Government. Mr. Replogle 
thinks that the stabilizing plan is economi- 
cally all wrong, and if the market were left 
to natural influences activity would have 
been seen long before now at higher prices 
for the product. 

In a recent statement he said: 

“The announcement of the plan artificially 
to regulate prices immediately caused ces- 
sation in the buying movement which had 
started. About three months have elapsed 
since it was announced that it was the in- 
tention of the Redfield committee to. help 
stabilize business, but the only effect of this 
announcement and the deliberations since 
that time has been to retard the develop- 
ment of business generally. The law of 
supply and demand is a natural process 
which cannot be helped by artificial meth- 
ods or by any number of committees, re- 
gardless of how capable they may be. 

“If anything will prevent an early expan- 
sion of the steel business and business gen- 
erally it is continued artificial restrictions 
of this character, and when President Wil- 
son announced in his message to Congress 
‘thus the war comes to en end’ it was time 
for paternalism to cease and the law of sup- 
ply and demand to take effect. 

“If steel prices are to be artificially regu- 
lated it is reasonable and proper to assume 
that hundreds of ether commodity prices 
should be also, including coal, petroleum, 
copper, lead, lumber, leather, cotton, wheat, 
corn and other materials of this kind, and 
if it takes three months of negotiations on 
steel to reach the point we have to-day how 
long will it take and how long will general 
business be deferred by similar negotia- 
tions on other commodities ?” 


“Germany to Wage 

Economic War”—Garvan. 

German’s world dominating ideals have 
not been squelched by a defeat at arms, 
and all indications point to her carrying on 
economic warfare by “state aid combina- 
tion, bribery, espionage and propaganda, 
and theft of patents or inventions.” Her in- 
dustrial equipment is intact and in order 
to reattain her position in the world of com- 
merce there is nothing that she would not 
stoop -to to accomplish her end, thinks 
Francis T. Garvan, alien property custodian. 
todian. 

In an address at the annual dinner of 
the National Cotton Manufacturers’ Asso- 
ciation, he said in nart: 


“It was Germany’s chemical supermacy 
that gave her confidence in her avaricious 
dream of world empire; that enabled her to 
wage four years of pitiless war and upon 
which she relies to continue this war, and 
upon which she relies to continue this war, 
and for this supremacy she pays homage 
to her dye industry and counts upon that 
industry to maintain it. ; 

“Listen! April 25, 1915, Boy-Ed of ill- 
smelling fame, writes to Albert: “Very Hon- 
orable Privy Counsellor: To-day’s World 
prints the inclosed short article on the al- 
leged erection of dye factories in New Jer- 
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sey by Germans. In case you are not able 
to take any steps to prevent an undertaking 
of this kind, I am requesting you to indicate 
to whose attention I could call the matter. 
With greetings, Etc. Signed Boy-Ed.’ 

“Albert answers, April 28, 1915: ‘Very 
Honorable Captain: With regard to dyes, I 
got into touch with local experts in order 
to determine what truth there is in the 
news. According to my knowledge of 
things, the matter is a fake inasmuch as our 
factories have bound themselves orally and 
by word of honor to do nothing in the 
present situation, which might help the 
United States.’ ‘i 

“That day your independence was born, 
as was your industry, and it has grown 
until to-day $450,000,000 is enlisted in the 
cause, and we stand unafraid in the face of 
any threat. But of even greater inportance 
than the dye industry in commercial life is 
its absolute necessity in modern warfare. 
Eighty per cent of Germany's explosives 
and all her poisoned gases were manufac- 
tured by her dye factories.” 
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Bonbright Predicts 
U. S. Prosperity 


Our export business is going to be as 
large as it was during the war for many 
months to come, since Europe will need our 
goods, and it will take a long time before 
they are in a position to anywhere near 
supply their requirements. That this will 
produce a period of industrial activity in 
this country is certain, thinks William P. 
Bonbright, banker. 

Mr. Bonbright has just returned from 
Europe and has this to say on the United 
States’ after-war trade position: 

“Before the armistic the question was 
much debated whether at the end of the 
war Great Britain, France and Germany 
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would be prepared to ship their manufac- ~ 


tured products promptly to the United 
States, and I recall that many well in- 
formed men believed those countries would 
quickly take possession of their old markets 
and even flood the United States with cheap 
goods. It is almost as obvious now from 
the European point of view that those cal- 
culations were very wide of the mark. 
Naturally, Great Britain will recover first, 
but she is faced with high costs of raw ma- 
terials, high wages, and disorganized mill 
and factory forces, and I believe the re- 
covery of her markets, to be preceded 
necessarily by readjustment .of these prim- 
ary factors, must be slow and difficult. One 
test of this opinion is the comparative cost 
of pig iron in the United States and in Eng- 
land. It is recognized that it will take 
France from five to ten years to resume the 
great business once centered in the devas- 
tated areas. 

“Among other suggestions to be drawn 
from these conditions is that the export 
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business of America may be maintained for 
a considerable period at the gross volume 
of wartimes and it is possible that even 
those huge figures will be exceeded. This 
will produce a new industrial era, with all 
that attends it in the way of full employ- 
ment, good wages, manufacturing profits, 
eventual investment demands, and buoyant 
stock exchange markets. Paradoxical as it 
must sound, most of us are handicapped by 
experience. Present conditions are not only 
without precedent, but almsto without 
analogy. Naturally, an unprecedented inter- 
national banking business will be associated 
with such conditions.” 


Loans or Taxes 
or Both?—Warburg 


When the United States entered the war 
there were two groups claiming to have the 
best solution of the Government’s financial 
policy. One side claimed that an “all tax” 
program was the best and the other insisted 
that “all loans” was the solution. Paul M. 
Warburg, former member of the Federal Re- 
serve Board, in an address before the United 
States Chamber of Commerce, pointed out that 
the adherence to either side would prove dis- 
astrous. The middle ground between taxes and 
loans is the only solution, and Mr. Warburg 
thinks that American business would be seri- 
ously endangered, especially if excessive tax- 
ation were put into effect. 

He said: 

“If the large incomes may no more be relied 
upon to furnish the bulk of the investment 
funds necessary to finance our economic 
growth, we must look to those possessed of 
smaller incomes and subjected to only moder- 
ate taxation, to produce the main portion of 
the savings available for investment. This can 
be done only if we succeed in letting the gospel 
of thrift penetrate deeply into the minds of 
the masses. The Liberty and Victory Loan 
and War Savings Stamp campaigns were able 
to render invaluable services in this respect 
as long as the government was the main em- 
ployer and borrower. Will it be possible to 
convince the workingman, the farmer and 
storekeeper, that it will be necessary for him to 
continue to finance his employer when pri- 
vate enterprise resumes the place occupied 
by government during the last few years? 
Unless that can be accomplished, our future 
progress is in serious danger o fbeing re- 
tarded. 

“The fundamental remedy for our economic 
ills lies in thrift. The world balance sheet 
has been watered by the issue (for unproduc- 
tive purposes) of over $250,000,000,000, in 
circulation and securities. In some countries 
this process of inflation has gone so far that 
bankruptcy or repudiation remains the only 
way out. Happily our economic strength is 
such that we may confidently expect new 
wealth to be created rapidly enough to 
purge our balance sheet within a reasonable 
time. 





LEADING OPINIONS 


Farrell Declares 

for Shipping Policy 

In a speech before the Foreign Trade Com- 
vention, James A. Farrell, President of the 
United States Steel Corporation, pointed out 
that the future of the American merchant ma- 
rine depended upon the attraction it offered 
to prjvate capital. Government owned ships, 
as a successful commercial proposition, is an 
impossibility, and if our shipping is to take its 
proper place in the world’s maritime field, the 
Seamen’s Act must be corrected and a definite 
shipping policy established. 

His arguments are, in brief: 

“As a commercial proposition, government 
owned ships in foreign trade could only result 
in disorganization of existing trade routes in 
which government ships might engage while 
bringing about a complete paralysis of indi- 
vidual effort to obtain for private American 
ships a larger share of American sea-borne 
commerce. Thus, in the event of government 
ownership and operation of merchant vessels 
becoming a settled policy, problem of the fu- 
ture of American shipping would solve itself 
by the extinction of private endeavor. 

“Since early 1916, wages in the steel industry 
in the United States have increased 131%; 
labor costs in Europe and the Far East are 
well below parity of wages paid here and 
will probably remain so, but this is not the 
case with respect to present prices of ma- 
terials entering into ship construction. 

“Foreign ships in the past have worked their 
round of trade with profit because when they 
reached the regions of great production of 
bulky cargoes, they found few or no rivals. 
This will no longer be the case, because the 
foreign ship which goes in ballast from a coal 
station or South American port to the east 
coast of North America must reckon with the 
competition of the tonnage of the United 
States. On the other hand, there is no escap- 
ing the fact that we start in the race with 
higher costs of operation. 

“The seamen’s act is the culmination of a 
series of measures which have adversely affect- 
ed the prospects of American shipping in the 
foreign trade. It is the natural outcome of 
years of haphazard efforts to deal with a 
problem whose solution urgently requires a 
settled policy and a well-defined purpose.” 


“Golden Rule Solution 
of Labor Problems”—Kahn 


If we are to avoid labor troubles and assure 
the success of American enterprise, employers 
should institute the Golden Rule in dealing 
with their employees, thinks Otto H. Kahn. 
Capital is entitled to a living wage, labor is 
entitled to a living wage, and the profits, after 
these deductions, should be shared by employer 
and employee on a fair and equitable basis. 

In a recent address, Mr. Kahn emphasized 
five important points, as follows: 

1, The workman is neither a machine nor a 
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commodity, but a partner with capital. He 
must be given a full voice in determining the 
conditions under which he works. The closest 
possible contact must be maintained between 
employer and employee. Whenever practic- 
able and desired by the worker he should be 
given representation on the board of direc- 
tors. 

2. The worker’s living conditions must be 
attractive to him and his family. To provide 
proper homes for the workers is one of the 
most elementary and urgent duties of employer 
or state. 

3. The worker must be relieved of the dread 
of sickness, unemployment and old age. The 
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community must find ways of seeing to it 
that any man honestly desirous of doing an 
honest day’s work shall have an opportunity 
of earning a living. 

4. The worker must receive a wage large 
enough to permit him to put something by and 
have his due share of pleasures and comforts. 

5. Labor must realize that high wages can 
only be maintained if high production is main- 
tained. The welfare of the “middle classes” 
is just as important to the community as that 
of the wage-earner. If through unfair use of 
his power the workman brings about a condi- 
tion in which the pressure of high prices be- 
comes intolerable to the middle classes, he 
will create a class animosity against himself 
which is bound to have unfortunate results. 


“Railroads Hampered by 
Weak Credit”—Rea 


In a speech to the United States Chamber 
of Commerce, Mr. Rea pointed out seven dis- 
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tinct steps that must be taken to insure the 
railroad future. They are: 

“Adequate revenues on which the railroad 
credit may be strengthened and the new capi- 
tal attracted. 

“Concentrated, responsible national regula- 
lation, separated as between its executive 
an dadministrative functions, and its judicial 
functions, and founded on equitable legisla- 
tion, that will require our regulators to insure 
strong transportation systems, and not weak 
railroads. 

“All railroads under public regulation to 
be authorized to lease, acquire or consolidate 
with any other railroad corporation, and reas- 
onable co-operation permitted in facilities, 
equipment and train service. 
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“Regulation of security issues. 

“Regulation of wages, with the employee, 
the employer and the consumer represented. 

“Funding of the capital debts incurred dur- 
ing Government control. 

“Rehabilitation of revenues of the existing 
railroads should begin immediately while they 
are under Government control.” 


“Victory Loan 

Best Investment”—Schiff 

It is very seldom that the investment public 
is offered so attractive an investment, combin- 
ing absolute safety and comparatively high 
yield, with extraordinary conversion features, 
as is afforded by the Victory Notes offering of 
the United States Government, thinks Jacob 
H. Schiff, head of the banking firm of Kuhn, 
Loeb & Company. 

In pointing out the advantages of the loan, 
Mr. Schiff declared : 

“The Victory Liberty Loan from a finan- 
cial point of view is the most tempting propo- 
sition that has ever been placed by a great 
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government of undoubted credit and solvency 
before the investor. It offers 434 per cent 
interest, free of normal taxation, which, in 
comparison with corporate bonds, equals 
something like 5% per cent. Quite a number 
of high class railroad bonds return consider- 
ably less income. 

“People of very large income can free them- 
selves from all surtaxes, and also from state 
and municipal taxation, which in some in- 
stances take away as much as about 80 per 
cent of annual income, by converting the Vic- 
tory Loan bonds into 3% per cent tax free 
bonds, and with the short time the notes have 
to run (four years) a large decline in mar- 
ket value can hardly be expected.” 


Cummins Against 
Government Ownership 


Senator Albert B. Cummins, of Iowa, who 
is touring the country, speaking on the sub- 
ject of the railroads and the proper legislation 
for their return to private ownership, is em- 
phatically opposed to Federal ownership. He 
points out that Government ownership is 
wasteful, the service is costly and inadequate, 
and that the public is opposed to the whole 
proposition. He points out further that the 
Government can best perform its function of 
providing adequate transportation at the lowest 
possible cost by enacting proper legislation pro- 
tecting the private ownership of the carriers. 


On the subject, the Senator says: 


“There can be no prosperity, no enduring 
growth, no proper development unless our 
system of transportation, both internal and 
external, is adequate in its facilities and reas- 
onable in the charges for the service rendered. 
The cost of transportation is composed of 
just two items: First, the charge for capital; 
and, second, the charge for maintenance and 
operation. 

“If we are to serve successfully the general 
welfare our labors must be directed toward 
reducing, if we can, the charge of capital, and 
toward securing the utmost efficiency and econ- 
omy in maintaining the railway properties 
compatible with fair compensation to those 
whose minds and hands are engaged in ren- 
dering the service we require. 

“In order that there may be no misunder- 
standing as to my attitude, I desire to say that 
I look upon transportation by railway as a 
Governmental function. I believe that it is 
just as much the duty of the Government to 
provide the people with adequate transporta- 
tion at the lowest cost as it is to provide 
them with adequate highways, adequate water 
supply, adequate courts of justice, or ade- 
quate police protection. Whether the Gov- 
ernment can best perform this function 
through the Government ownership and 
operation of railroads, or through the instru- 
mentalities of private corporations under pub- 
lic control is entirely a matter of sound judg- 
ment and wise discretion. Whatever course 
is pursued the test must be the same.” 





Money and Prices for Last Half of 1919 


By G. C. SELDEN 


The Remarkably Close Correspondence between Money 
in Circulation and the Average Level of Commodity 
Prices—The Situation Now Abnormal—What 

Will be the Outcome? 


ITHOUT entering into any abs- 
W truse mathematical arguments, 

ordinary reasoning tells us that 
there must be a pretty close relation be- 
tween the general level of commodity 
prices and the amount of money and 
credit in circulation. 

Other things being equal, it takes twice 
as much money or credit to move the 
wheat crop at $2 a bushel as it would 
take at $1 a bushel. That is plain enough. 
Simply extend the same principle over 
all commodities. If prices double, the 
amount of money and credit required to 
handle the goods will approximately 
double. 

It is true, of course, that the money 
might be turned over faster in one case 
than in the other, in which case the 
amount of money required would be 
somewhat less in proportion. And as a 
matter of fact, there is considerable dif- 
ference in the rapidity with which money 
circulates at different times. When busi- 
ness is very active, money moves around 
faster than when business is dull. But 
in comparing one year with another this 
is generally a rather small element in the 
question. 

Money in Circulation 

We know the amount of money in cir- 
culation pretty closely. The figures per 
capita of population are given out once 
a month by the U. S. Government. But 
we do not know and have no means of 
knowing accurately the amount of credit 
in circulation—and of course a check on 
the bank will move just as much wheat 
or anything else as the actual money 
would move. So we have to bear in 
mind that the credit element in the situa- 
tion has to be estimated. 

We also know the comparative changes 
in the general price level from month to 
month within a fair approximation, by 
means of the index numbers which are 
compiled by various authorities. These 


index numbers are made up in somewhat 
different ways and therefore do not ex- 
actly correspond with each other, but any 
one of them will show general price 
changes over a long period well enough 
to answer ordinary purposes. 

The graph with this article compares 
month by month since 1911 the amount 
of money in circulation per capita in the 
U. S. with the level of commodity prices 
as shown by Bradstreet’s index number. 
It is really astonishing to see how closely 
the two correspond throughout the entire 
period down to the middle of 1918. In 
fact, the diagram itself seems to me 
enough to prove the relation between the 
two factors. 


End of War Brings a Change 

This correspondence is what would be 
expected, although it is surprising to find 
the agreement so close. But since the 
middle of 1918 there has been a consid- 
erable divergence between the two lines. 
Prices have been relatively lower com- 
pared to the amount of money in circu- 
lation. What is the cause of the change 
and what does it signify for the future? 

Since for most purposes bank checks 
serve the purpose of money just as well 
as cash, we are immediately led to ask 
whether the failure of prices to follow 
the increase in the amount of money in 
circulation since the middle of 1918, has 
been accompanied by a smaller use of 
bank credits, as compared with cash, in 
the handling of business. 

The monthly record of bank clearings 
in the U. S. enables us to examine this 
point. Bank clearings represent pay- 
ments by checks. They therefore give 
us an approximate indication of both the 
amount of bank credit in circulation and 
the rapidity with which it is circulating. 

In other words, there is just so much 
money-work to be done in handling the 
business of the country. It may be done 
by cash or by bank checks. Prices hav- 
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ing falleri somewhat in the last nine 
months, there is now relatively less 
money-work to be done. But the amount 
of cash in circulation is considerably 
greater per capita than it was nine 
months ago. Is this fact balanced by a 
smaller circulation of bank checks? And 
do bank clearings indicate any such rela 
tive decline in the use of bank checks as 
compared with the use of money? 

On examining the figures, we find that 
during the last half of 1915 and in 1916 
bank clearings increased relatively faster 
than money in circulation; during 1917 
and the first three-quarters of 1918—or 
approximately the period covered by our 
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active participation in the war—the in- 
crease in bank clearings was relatively 
slower than the gain in money in circu- 
lation; but during the last six months 
both clearings and money have risen to 
a new high level per capita while prices 
were falling. 

Why is it that we are using more 
money and more bank checks to handle 
goods at lower prices? 

One reason might be increased activity 
and higher prices in the New York Stock 
Market. But a comparison of bank clear- 
ings outside New York City with those 
at New York shows that the outside 
clearings have risen in about the same 
proportion as the New York clearings. 


1915 
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We are therefore led to conclude that 
facture of munitions and war supplies. 
activity in stocks is not the principal ele- 
ment in the situation. 

Effect of Public Sentiment 

The answer, I believe, is to be found 
in two words: public sentiment. 

Turning back to the fateful month of 
August, 1914, we note from the graph 
that prices rose sharply while the amount 
of money in circulation decreased—and 
it was also true that bank clearings de- 
clined severely. That rise in prices was 
not due to any direct or actual increase 
in demand because of the war. It was 
solely speculative ; it was due to the gen- 
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eral belief that the war would raise 
prices. And by October the whole of 
this speculative advance had: been lost. 
After that came the real effect of the 
war in increasing demand and thus caus- 
ing a legitimately higher price level. 

Is it not at least possible that the same 
thing has occurred at the end of the war 
as occurred at the beginning, but with 
the opposite effect on prices? There is 
no question that the public in general has 
felt that the high war prices must come 
down with peace. In fact, most people 
have been greatly disappointed because 
the decline has been so small and has 
been for the most part confined to con- 
structive materials such as copper, steel 
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and the minor metals, or to commodities 
which had been chiefly used in the manu- 


In many lines buyers have been prac- 
tically standing around waiting for prices 
to fall. In some industries lenders have 
declined to furnish capital for new oper- 
ations because of their firm belief that 
prices must fall. Such a _ condition 
necessarily brings lower prices—but to a 
large extent simply because buyers are 
coy. 

What will happen, then, when prices 
refuse to fall, as has been the case during 
the months of March and April? We 
have seen what happened to the little 
speculative boom in prices in August, 
1914. It had no foundation in actual 
demand, so it promptly collapsed. If 
the fall of prices in the first quarter of 
1919 was mostly sentimental, will not 
that also prove merely temporary? 
When prospective buyers find that prices 
do not fall, will they not come forward 
and place their orders at the current 
level ? 


Cash Does Not Create Business 


We must remember, however, that 
plenty of cash in circulation does not 
create business. When investment capi- 
tal accumulates, that creates business— 
though not always immediately. But 
cash is a very different thing—it is 
merely a part of the machinery for trans- 
acting business. It has no creative 
power in itself.. It merely permits a 
growing demand to express itself in the 
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form of higher prices—something which 
could not happen without the use of more 
cash or credit. 

On the other hand, when cash and 
credit are in abundant supply the natural 
optimism of human nature generally 
asserts itself in the form of improving 
business and rising prices—unless there 
is something in the way to undermine 
public confidence. And if we may judge 
from the recent behavior of the stock 
market, there is now no lack of public 
confidence as to the future of industrial 
companies, although the rails and public 
utilities are still enveloped in a haze of 
uncertainty. 

In a nutshell, then, our present cash 
and credit situation is such as to make 
lower money rates probable after the 
Victory Notes are sold, and to permit 
and encourage a moderate rise in com- 
modity prices in the absence of any un- 
usual disturbance of public confidence. 

Such a rise, if it comes, might not 
start immediately. Better conditions in 
the steel trade usually accompany the 
beginning of an upward swing in general 
commodity prices, and those better con- 
ditions are not yet definitely in sight. 
But at any rate I believe we are war- 
ranted in concluding that the big drop 
in commodity prices which many have 
expected will not materialize in 1919, 
but that prices will be well maintained 
and may rally somewhat from the de- 
cline which occurred in the first quarter 
of the year 





BEN FRANKLIN’S 


Save and have. 

Every little makes a nickel. 

Little strokes fell great oaks. 

A rolling stone gathers no moss. 

God helps those that help themselves. 

Spend one penny less than thy clear gains. 

Look before or you'll find yourself behind. 

The way to wealth is as short as the way to 
market. 

He that waits upon fortune is never sure 
of a dinner. : 

Money can beget money, and its offspring 
can beget more. 

It is foolish to lay out money in a purchase 
of repentance. . 

Learning is to the studious and riches to the 
areful. 

Waste neither time nor money, but make the 
best use of both. 


THRIFTOGRAMS 


Remember that money is of the prolific, 
generating nature. 

All things are cheap to the saving, dear to 
the wasteful. 

If you would be wealthy, think of saving 
as well as getting. 

Beware of small expenses; a small leak will 
sink a great ship. 

A penny saved is a twopence clear. 
a day is a groat a year. 

Gain may be temporary and uncertain, but 
expense is constant and certain. 

Buy what thou hast no need of, and ere long 
thou shalt sell thy necessaries. 

It is easier to suppress the first desire than 
to satisfy all that follow it. 

He that murders a pound destroys all that 
it might have produced, even scores of pounds 


A pin 





James Stillman’s 
Investment Methods 


Securities in Which His Fortune of 








THE LATE JAMES STILLMAN 


AMES Stillman’s total estate was 
J appraised at somewhat over $40,- 
000,000. Since he was one of the 
leading bankers of the country and was 
well known for his sound and conserva- 
tive methods of handling money, it is 
of interest to examine his holdings. 
The principal items are given in the 
table herewith. Taking the total of 
his securities and cash, we find the 
following distribution : 
Bank stocks 
Other stocks 
Principal bond holdings 
Miscellaneous securities 


The amount held in cash is rather 
surprising—$2,842,000, and somewhat 
more than all his other property out- 
side cash and securities. This other 
property consisted of real estate and 
personal effects, evidently held for use 
rather than for investment. 

In the absence of other information 
it is to be assumed that this large 
amount of cash was being held await- 
ing a favorable opportunity for invest- 
ment. Mr. Stillman of course had 
many opportunities to join in under- 
writings and he may have held a supply 
of cash in reserve for such purposes. 
The average investor would not. hold 
714% of such a large capital in the form 
of cash, especially at a time when good 


$40,000,000 Was Distributed— 
Large Holdings of Bank 
Stocks—Comparison 
With the Harri- 
man Estate 


By WILLIAM T. CONNORS 


short term notes have been selling to 
command high yields. 


Primarily a Banker 

Mr. Stillman was primarily a banker 
and testified in a practical way to his 
belief in the banking business by in- 
vesting $23,536,000 or 62% of his in- 
vestment capital, in bank stocks. We 
have no means of knowing when or at 
what prices these were acquired, but 
it is certain that the profits of the 
banking business have amply justified 
his judgment in putting so large a 
part of his fortune into them. 

Over $14,500,000 was invested in the 
stock of the National City Bank, with 
which he was connected. This was 
38% of his investment capital. In this 
case he was evidently following the 
policy of putting a lot of eggs in one 
basket and watching the basket. His 
holdings in the Second National, Fidel- 
ity Trust and the Hanover National 
were also large. 

His small holdings of bonds doubt- 
less indicate that he had foreseen the 
big declines in bond prices which have 
occurred in recent years, and had sold 
most of his bonds at prices materially 
above current levels. Many others 
closely in touch with the market for 
capital followed a similar policy. Some 
of them are taking back their bonds 
now. Up to the time of his death it 
is evident that Mr. Stillman had not 
begun to buy back. 
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JAMES STILLMAN’S INVESTMENT METHODS 


Among other stocks, his relatively 
large holdings of Standard Oils show 
that he had correctly gauged the oil 
situation, to which the public is now 
just waking up, and had chosen some 
of the soundest oil stocks as good in- 
vestments under such conditions. 

His largest holding outside of bank 
stocks was in American International 
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Stock Holdings Not Speculative 

Although most of his fortune was in- 
vested in stocks, very few of them 
were of a speculative character. Per- 
haps for this reason, his estate con- 
tained very few worthless stocks. In 
this it differed from the estates of 
many wealthy men, which have been 
found to embrace a long list of “cats 





JAMES STILLMAN’S PRINCIPAL SECURITY HOLDINGS 


BANK STOCKS 


National City Bank 
Second National Bank 
Fidelity Trust Company 
New York Trust Co 
-United States Trust Co 
Citizens’ National Bank 
Corn Exchange Bank 
Hanover National Bank. . 
Lincoln National Bank. . 


National Bank of Commerce............... 


U. S. Trust Co. of London 


OTHER STOCKS 
Standard Oils.. 


Value 
$14,507,876 


$23,535,958 


American International Corporation. . ss igaacah 


Union Pacific common. 

Union Pacific preferred - 

Haskel & Barker Car Co 
Kennecott Copper Corp 

C. M. & St. P. Railroad pees. . 
New York Central.. 

New Jersey Zinc Company. 
iy ~ Warehouse Co 


S. Realty & oo = Scab itenebeeadens 


Colonial Oil Co 
Properties Co.. 


a eae uepsapene* sbauhonerecesevseneubesrereseseess 
Chicago City and Connecting Ry. ‘Co. preferred... 


BONDS (principal poten .. 
MISCELLANEOUS .... 





Corporation, with which National City 
Bank interests have been closely 
identified. It will be noted that he had 
few railroad stocks, which is not sur- 
prising in view of the difficulties which 
the railroads have had to face. He 
had faith in Union Pacific and in New 
York Central, and thought well enough 
of St. Paul preferred to continue to 
hold $242,000 worth of it. 


and dogs,” although in most cases the 
total amounts thus invested were a 
small proportion of the whole estate. 
The “war babies” were notably ab- 
sent from Mr. Stillman’s list. Evi- 
dently if he had any of them he had 
taken his profits long since. Very 
likely he did not join in the war specu- 
lation at all. Certainly it was not in 
accord with his natural temperament. 
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It will be observed that most of his 
holdings were pretty closely identified 
with New York, a natural result of his 
banking affiliations here. He had not 
lost confidence in New York City busi- 
ness property, as is evidenced by his 
ownership of U. S. Realty & Improve- 
ment Co. stock and bonds. 


Apparently he took very little inter- 
est in mining or copper companies, al- 
though he had $182:000 worth of Ken- 
necott. These companies were outside 
the principal interests and experience 
of his life. 

Broadly speaking, two-thirds of his 
investments were in bank stocks and 
bonds, and the remaining third in 
stocks, cash and miscellaneous small 
holdings. In view of the very high 
investment standing of bank stocks, 
this was a conservative distribution. 


Comparison with Others 


When Harriman died, those who had 
always read of him as a reckless 
plunger were surprised to find that 75% 
of his fortune was invested in bonds, 
high grade stocks, real estate and cash. 
He had almost $20,000,000 in bonds 
and $22,870,000 in railroad stocks, 
mostly high grade—nearly two-thirds 
of that amount being in Union Pacific 
preferred and common. He had about 
$6,000,000 in bank stocks, $18,000,000 
in industrial and miscellaneous issues, 
and his estate contained 34 items of 
securities which had no value at the 
time of appraisal, most of them in 
moderate amounts. 

About 71% of Harriman’s estate was 
in bonds, railroad notes, dividend-pay- 
ing railroad stocks, express stocks, 
and public utility stocks—all classes 
of securities which have but small rep- 
resentation in the Stillman estate. 

No one could guess what Harriman 
would have owned had he been alive 
today. 

It is true of most other multi-million- 
aires that on their death their money 
has been found to be invested for the 
most part in conservative classes of 
securities, Yet it goes without saying 
that such great fortunes could not be 
amassed by the slow accumulation of 


OF WALL STREET 


ordinary interest and dividends. What 
is the explanation? 

There are two main reasons. The 
first is that some of the high grade 
investments held by these men when 
they died, were not of that grade when 
they were bought, but became so after- 
ward. That was the case with 
Union Pacific. Harriman made most 
of his money through the growth of 
that property. He accumulated tre- 
mendous lines of its stocks when they 
were worth but little. Then he—with 
the aid of the development of the 
United States—made them worth a 
great deal, so that when he died they 
were properly rated as high grade in- 
vestments. 


Unquestionably the bank stocks 
owned by Mr. Stillman were bought 
for much less than their present value. 
He profited from his foresight as to 
banking profits of the future. Always 
more conservative in his methods of 
accumulation than Harriman, he never- 
theless followed the same formula of 
identifying himself with growing en- 
terprises. 

The second reason why the property 
of big money makers is usually found 
to be invested in conservative fields is 
that they distinguish sharply between 
making money and keeping it. No 
matter how their accumulations have 
been made, when it comes to the ques- 
tion of holding on to them, sound and 
safe securities are selected. 


For that reason the securities a man 
has at the time of his death may be 
quite different from those in which his 
greatest profits were made. As he 
makes money, he constantly puts it 
aside into investments which he be- 
lieves will never give him any sleep- 
less nights. 


In general, however, the Stillman for- 


tune was a banking fortune. He saw 
the opportunities in banking and made 
the most of them in an honest, straight- 
forward, high-minded way. His ac- 
cumulations were the result of intelli- 
gent participation in the growth of 
one of the great departments of 
modern business life. 





Industrial Bonds Which Are Still Cheap 


Why Industrial Bond Prices Have Held Firm—Several 
Attractive Issues Carefully Analyzed. 


By JACOB H. SCHMUCKLER 


even an 8% basis. Some of these 

bonds could be bought on a 7% or 
vield only 6% or 614% at present prices. 
Perhaps before very long bond articles 
will have to be written pointing out op 
portunities where money will be safe in 
investments returning 5% and 5%4%. 
lor war bargains in bonds cannot be ex- 
pected to last indefinitely. 

Among industrial bonds, the number 
of well secured issues yielding 6% or 
hetter is already very small indeed. This 
fact is to be accounted for largely by the 
distinctly divergent course followed by 
industrial bonds compared with other 
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classes of corporation -bonds since De- 
cember, 1914, and more especially since 
January, 1918. 

The graph herewith compares the mar- 
ket course of industrial, public utility 


and high-grade railway bonds, by 
months, since January, 1918. 

The outstanding feature is that, while 
the prices of both high-grade rails and 
public utility bonds have been steadily 
declining since last November until at 
present they are below the levels of 
January, 1918, industrial bonds have 
heen moving upward at a slow though 
steady rate, and are now about 4.50 
points above the average at that time. 


All through this period, the course of 
industrial bonds has been decidedly more 
even than the other two classes, and since 
July, 1918, they have been moving stead- 
ily upward with very slight reactions. 
Since the Armistice was signed, indus- 
trial bonds have advanced nearly a point, 
while public utilities have gone down 
nearly three points and high-grade rails 
nearly five points. 

Why Have Industrial Bonds Been 
Strong? 

Three factors can be assigned for the 
outstanding strength in industrial bonds 
during the war period: first, the increased 
margins of safety for interest charges 
and sinking fund requirements; second, 
provisions to retire the bonds before ma- 
turity, usually at a premium; and third, 
comparatively short maturities. 

Unlike the railroad and public utility 
companies, industrial properties, on the 
whole, have been: materially benefited by 
conditions created by the war. While 
somewhat hampered in the operation of 
their business during the period that the 
United States was in the war, they could 
generally charge higher prices for their 
products than in peace times, to cover the 
additional expenses of operation and the 
larger risks involved in doing business 
under abnormal conditions. As a result, 
with the demands for all kinds of goods 
considerably increased, earnings advanced 
substantially, and interest charges were 
given wider margins of safety than ex- 
isted before the war. In addition the 
companies found it easier to meet sink- 
ing fund requirements, and where the 
amounts are not definitely fixed but are 
left to the discretion of directors, they 
were able to appropriate more for this 
purpose. 

Most industrial bonds carry redemp- 
tion and sinking fund features of some 
sort, while few railroad and public utility 
bonds do, excepting a number of the 
short-term issues recently floated. The 
stipulation to retire a bond, usually at a 
premium, has the effect of stabilizing its 
market, for investors figure that possibly 
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their bonds may be retired next. Their 
optimism is naturally greater during 
periods of prosperity. 

Or, suppose the market is down so 
that it would pay directors better to buy 
the bonds in the open market rather than 
retire them through the sinking fund at 
a set price. A special demand is there- 
by created for the bonds, which tends 
to keep prices up. 


Another feature of industrial bonds 
which tends to stabilize their market 
course is their early maturities. There 
are few industrial bonds on the market 
which have more than twenty-five years 
to run, and many of those issued in the 
nineties and early years of the present 
century, when the large industrial com- 
binations were being formed, fall due in 
ten years or less. 

The current market values of early ma- 
turing bonds are not so dependent upon 
prevailing levels of interest rates as are 
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by variations in money rates, tending 
generally to advance when rates go down 
and to decline when rates go down, for 
the income is the first consideration in a 
bond of this type. In the case of a short 
term bond income is still an important 
consideration, but the fact that the issue 
will in a short time be redeemed at par, 
naturally tends to limit the range within 
which prices will fluctuate. 
Some Attractive Bonds 

There are still a few industrial bonds 
which are cheap; that is, they yield 6%, 
are sound and offer good prospects for an 
improved investment and market posi- 
tion. A careful search through the bond 
list brings some of these to light. The 
table herewith presents five well secured 
industrial bonds, which may still be re- 
garded as cheap. 

AMERICAN Cotton Ort DEBENTURE 
5s sold as high as 98% in 1917. The 
bond is not secured by lien on any spe- 








STRONGLY SECURED 


Issue 
American Cotton Oil debenture 5s 
Braden Copper collateral trust 6s 
Bush Terminal consolidated 5s 
Virginia-Carolina Chemical first 5s 
Wilson & Co first 6s 


INDUSTRIAL BONDS 


Price About 
8634-88 
9334-9334 
8014-85% 
9514-9534 
9934 


Yield to 
Maturity 
6.55% 
6.85 
6.20 
6.10 
6.02 


Maturity 





those of longer maturity. The primary 
reason for this is that practically all 
bonds are paid off at par at maturity, 
and market values therefore tend to par 
as maturity approaches. The holder of 
a bond of a solvent company maturing 
in about a year knows that normally at 
the end of that time, regardless of cur- 
rent market values, he is going to secure 
the full face value, and he will therefore 
hold on to his bond until maturity, un- 
less a number of long term bonds are 
available in which he believes he can 
make up more than the loss by increasing 
the income he periodically receives. 

On the other hand, in a long term 
bond the full face value of the bond is 
not of immediate concern to the investor, 
excepting, of course, its safety, and as he 
has a number of payments to collect, he 
sees no reason why he should not increase 
his income if the opportunity presents 
itself through changes in the general level 
of interest rates. The prices of long 
term bonds are therefore quickly affected 


cific property, but the indenture provides 
that no mortgage or lien can be placed on 
the property without the approval of 


80% of the outstanding bonds. Interest 
charges have been earned many times 
over in the past ten years, though the 
margin of protection has varied widely. 
In 1909, total interest charged were 
earned 13 times; in 1910, 9.3 times; in 
1911, 2.1 times; in 1915, 5.3 times; in 
1917, 4 times; and in 1918, 3.5 times. 
These variations would seem to indicate 
that earnings have been very irregular, 
but operating profits has fluctuated with- 
in a range of only $500,000 in the past 
five years, and in 1918 they were only 
$600,000 less than in the record year 1909. 

The company does not disclose its 
gross revenues, but considering that op- 
erating costs have been mounting upward 
in the last few years, and operating prof- 
its have remained fairly constant, gross 
business has undoubtedly expanded. On 
the other hand, interest charges have been 
moving steadily upward since 1909, 
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owing chiefly to the flotation of short 
term notes, very probably to secure work- 
ing capital and funds to provide for the 
expansion of business. 


; The two note issues outstanding, the 
5% and 7%, are both due in September, 
1919, and if the company is able to find a 
way to care for this indebtedness without 
floating other short term issues or bonds 
interest charges should be cut down by 
about $600,000 annually, and the margin 
of protection for the interest charges on 
the debentures should approximate more 
closely to the high figures of 1909 and 
1910. Another factor which should tend 
to give interest charges a wider margin 
of safety is some decline in operating 
costs, which is to be expected with condi- 
‘ions more normal. 

The chief products of the company are 
cotton-seed oil, cotton-seed cake, cotton- 
seed meal, linter, cotton-seed hulls and 
ashes as well as refined edible oils, com- 
pounds and cottolene as substitutes for 
lard and butter. The company also man- 
ufacture the well-known “Gold Dust” 
washing powder, “Copeo,” Fairy, tar, 
glycerine and other soaps. As is the case 
with most substantial properties produc- 
ing and dealing in foods, the edible oil 
and substitute food side of the business 
offers good prospects. The outlook for 
the strictly cotton oil business is also very 
favorable. 


Aside from the item of $23,594,870 
carried in the balance sheet for goodwill, 
trademarks, brands, processes, etc., the 
balance sheet is quite favorable to the 
company. While the above amount rep- 
resents about 35% of the total assets, and 
is undoubtedly somewhat too large, it 
must be remembered that the goodwill 
and trademarks of the company have ma- 
terial value. Deducting from the total 
assets the value given in the balance- 
sheet for intangibles, current liabilities 
and $10,000,000 for the two note issues 
outstanding, the assets behind the bonds 
figure up to $31,339,507, or more than 
$6,000 per $1,000 bond. 

BraDEN Copper COLLATERAL TRUST 
6s are a strongly secured bond. The 
bonds are practically an obligation of the 
Kennecott Copper Corporation, which 
owns about 99% of Braden’s stock. 
sraden is a young but very promising 
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property. It owns extensive deposits in 
South America, whose life based upon 
proven ore, is conservatively placed at 
forty years, or twenty-seven years beyond 
the maturity of the bonds. The equip- 
ment is very modern, and the company 
owns its own railroad to bring the ore 
to the Government lines about 48 miles 
southeast of Santiago. The ore is a rich 
concentrating sulphide ore, occurring 
with an extinct volcano. 


The issue is a direct obligation of the 


_ company and is secured by pledge of all 


the securities of the Braden Copper Com- 
pany (operating property) now owned or 
hereafter to be acquired by the holding 
company. The sinking fund, providing 
that not less than 314% of all bonds is- 
sued should be retired semi-annually, is 
very liberal indeed. As a result practi- 
cally all of the bonds will be retired be- 
fore maturity, and the equity of the 
bonds left outstanding will be materially 
increased. The amount authorized is 
$20,000,000, and there is at present 
about $17,184,000 outstanding. Interest 
charges were earned about nine times in 
1916, eight times in 1917, and about nine 
times in 1918. 


Busu TERMINAL CONSOLIDATED 5s are 
a direct obligation of the company, and 
are secured by a first collateral lien on 
the entire capital stock of the Bush 
Terminal Railroad Company and the 
Bush Building Company. In addition 
they are a second lien on the company’s 
entire assets, subject to $2,986,000 first 
4s, 1952. Total interest charges have 
been earned more than twice over in each 
year since 1915. Gross revenues, oper- 
ating profits and net income have shown 
good expansion since 1908. Asset values 
behind the bonds are very material. As 
of December 31, 1917, net tangible assets 
for each $1,000 bond, after deducting 
current liabilities and the outstanding 
amount of the first 4s, figure up to 
$2,200. 

Vircinta CAROLINA CHEMICAL First 
5s are among the best of the industrial 
bonds. The issue is secured by a first 
mortgage on all of the company’s assets, 
and is additionally secured by pledge of 
its holdings of stock in other companies, 
including the $10,000,000 capital stock 
issue of the Southern Cotton Oil Com- 





118 


pany and the $2,219,200 issue of the 
Charleston Mining and Manufacturing 
Company. Virginia Carolina is not only 
an extensive fertilizer concern, but also 
does very large cotton oil business. 

The prospects for the company are 
very good in both lines. Both gross and 
net earnings increased steadily in the 
period 1913 to 1918, inclusive, and the 
1918 fiscal year was the banner one. 
Total interest charges have been earned 
a number of times over for many years. 
In 1916 they were earned 4.88 times, in 
1917, 4.73 times, and in 1918, 5.64 times. 

Figured from the 1918 balance sheet, 
net tangible assets were about $7,000 per 
$1,000 bond after deducting current lia- 
bilities. The company agrees to deliver 
to the trustee on each December 1, $300,- 
000 of these bonds or enough money to 
retire a like amount of these bonds at 
102% and interest. 

SULZBERGER & Sons (Now Witson & 
Company) First 6s, are a direct obli- 
gation of the company, and are secured 
by a first lien on practically all of the 
assets of the old Sulzberger property. 
In addition there are pledged behind these 
bonds the company’s entire holdings ex- 
cept directors shares of the stocks of its 
important subsidiaries, including the 
Sulzberger & Sons Company of Okla- 
homa, the Pacific Beef & Provision Com- 
pany and the Sulzberger & Sons Com- 
pany of America. 

The mortgage includes suitable provis- 
ions against the creation of any liens 
upon the plants and real property of the 
subsidiaries whose stock are pledged 
under the mortgage and against the dec- 
laration of any dividend on the common 
stocks unless the net quick assets of the 
company and its subsidiary properties 
should at least equal the aggregate 
amount of the indebtedness, including 
the new bonds outstanding. Commenc- 
ing December 1, 1917, and annually 
thereafter 1% of the amount of out- 
standing bonds are to be applied to the 
purchase or redemption of the bonds at 
not more than 107% and interest. 

The old property showed a remarkable 
expansion in earnings before being suc- 
ceeded by the present Wilson company. 
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The Wilson property has also been doing 
very well. It is well managed and has 
good prospects. Interest charges are 
very strongly secured. The surplus after 
all charges amounted in 1916 to nearly 
$5,000,000, in 1917 to nearly $6,000,000, 
and in 1918 to about $7,632,000. 


Wall Street Jottings 
Industrial Development of the U. S. 


An interesting review of the economic and indus- 
trial development of the United States, from 1790 to 
1918, has been prepared by E. Kerr, author of “The 
Effect of Wars and Revolutions on Government Se- 
curities” and is being distributed by Imbrie & Co., 
Bankers. 


Frank Trumbull Abroad 


Frank Trumbull, chairman of the Chesapeake & 
Ohio Railroad Company and of the Missouri, Kansas 
& Texas, has left for an extended trip to Europe. 


New V. P. of Liberty National 


Sidney W. Noyes has been elected vice-president 
of the Liberty National Bank. He was formerly 
Assistant Cashier of the bank and was manager of 
the bond department. 


In Charge of Battle Tanks 


R. E. Horton of Keily & Horton is in charge of a 
squadron of whippet tanks touring New Jersey in 
the interest of the Victory Liberty Loan. 


H. L. Doherty Inspects 


Henry L. Doherty, president of the Cities Service 
Company, is on a tour of inspection of his oil fields 
in Oklahoma. He also will inspect the new million 
dollar Doherty Building in Bartlesville, Oklahoma, to 
house the Doherty Oklahoma interests. 


Mercantile Bank of America 


We have received a communication from the Sec- 
retary of the Mercantile Bank of America objecting 
to the following statement in an article entitled 
“America’s Foreign Banking Invasion,” written by 
Mr. O. D. Walker and appearing in our March 1 issue: 

“This bank was organized by several export firms 
to finance their own foreign trade, believing that it 
would be more advantageous for their business to do 
their own banking.” 

We quote the following paragraph from the Secre- 
tary’s letter: 

“A glance at the list of directors on the statement 
enclosed will make the error of your assertion evi- 
dent. This bank was primarily organized by the Guar- 
anty Trust Co., Brown Bros. & Co., and J. & W. 
Seligman & Co., none of which institutions can be 
classed as ‘export firms.’ ”—Eprtor. 
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Judging A Security 
Chapter VI. (Continued), How to Read Circular in the 
Series ‘* How to Invest”’ 


By GEORGE E. 


the name of the trustee in the case 
of a bond, or the registrar and 
transfer agent in the case of a stock. 

Where hundreds of thousands of per- 
sons own relatively small parts of a 
bond issue, they obviously cannot, even 
if they wish, constantly scrutinize the 
affairs of the company to see that it is 
living up to its agreements. Thus it is 
necessary that someone represent the 
interests of the bondholders. This third 
party to the transaction is the trustee. 
rhe trustee of a bond is usually a Trust 
Company which is a certain form of 
banking institution, authorized by law to 
act as trustee. Sometimes an individual 
is named as trustee, and sometimes an 
individual in conjunction with a Trust 
Company. 

The legal document, known as the in- 
denture, sets forth the obligation of the 
Corporation, the rights of the security 
holders and the duties of the Trustee. 
The trustee is designated by the corpor- 
ation and as set forth in the indenture 
is charged with enforcing the obligations 
contained in the indenture for the bene- 
fit of the holders of all of the bonds 
issued thereunder. The trustee sees that 
only the actual amount of bonds author- 
ized are issued and that the certificates 
are in proper form. A bond must bear 
the signature of a trustee certifying that 
the security is authentic. | This is to 
avoid fraud. The trustee acts for the 
bond holders in protecting their rights, 
under the indenture. A trust company 
or the corporation acting as a trustee is 
generally preferable to an individual in 
that a corporation cannot die. 

The registrar in the case of stocks is 
also usually a trust company or other 
banking institution. The registrar signs 
all stock certificates and merely certi- 
fies that they are authentic and a part 
of the issue which they purport to be. 
The purpose of the registrar is to pre- 
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vent the over-issue of stock, that is, to 
see that more stock is not outstanding 
than authorized in legal manner by the 
stockholders of the corporation. 

The transfer agent is likewise usually 
a trust company or banking institution. 
The duty of the transfer agent is to han- 
dle the certificates turned in by holders 
who wish to have new certificates issued, 
as in the case of splitting up a certificate 
for 100 shares into several certificates 
of various amounts, or in the case of the 
sale of stock standing in the name of 
one holder to another purchaser, who 
wishes to have the stock transferred into 
his name. 


Dividend Checks 


Dividends are payable only to the name 
in which the stock stands on the books 
of the corporation and, therefore, stock 
paying dividends is usually promptly 
transferred to the name of the owner, 
so that the dividend check sent out by 
the organization on the regular dividend 
dates may be mailed directly to the ad- 
dress designated. Corporations may often 
act as their own transfer agent, but in 
such cases it is always important that 
there be a registrar for the stock to 
protect the holder against over-issue. 
Regular transfer agents, when issuing 
new certificates of stocks are required 
to send them to the registrar for certifi- 
cation as to their authenticity. 

In connection with the transfer agent, 
is is important to note that dividends are 
usually declared on one date and paid 
on a later date. The dividends may 
be declared payable to the holders of 
record on the 20th of the month and 
actually paid on the first of the follow- 
ing month. Sometimes as much as a 
month or more may intervene, but it is 
customary to have from ten days to two 
weeks intervening between these dates 
in order to give the corporation time to 
prepare and mail the dividend checks. 

Notice of dividends declared is usually 
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published in the papers to enable new pur- 
chasers of stocks to have the certificates 
transferred so that their names will ap- 
pear on the books on that date used, as 
a basis for the payment of the dividend 


If a purchaser of stock should neglect 
to have the shares transferred into his 
name it is possible to call upon the person 
or corporation in the name of which the 
stock certificate stands on the books of 
the corporation or transfer agent and 
collect the dividend which may be re- 
ceived through this error or omission. 
The delay thus caused gives considerable 
inconvenience and it is advisable to have 
certificates properly transferred in the 
names of the holders. 


Business 


While it may seem unnecessary to 
recommend an examination of the exact 
character of the business in which the 
corporation is engaged, there can be no 
doubt that investors are often under 
a misapprehension in this respect. There 
is One great distinction between what is 
known as an operating company and a 
holding company, which has an impor- 
tant bearing upon the security. The 
operating company is much more easy to 
examine. Its bonds represent direct 
mortgages on the property and its stock 
reflects the earning power of that proper- 
ty and the equity above the debt. The 
holding company is a more modern de- 
velopment and has resulted from the 
expediency of combining many and per- 
haps widely separated properties under 
one management under the laws of a 
certain state. The property of the hold- 
ing company consists only of the secur- 
ities of other corporations. Frequently 
the holding company will own all the 
common stock of several corporations 
which may have preferred stock, notes 
and various issues of bonds outstanding. 
It is also often the case that the stock in 
turn may be owned by still another, so that 
it becomes quite a complicated process to 
determine the exact value of the securi- 
ties of the parent concern. 

Such corporate arrangements may be 
legitimate or otherwise. In some cases 
this method has been followed in order 
to make easier the issuance of consider- 
able amounts of securities not justified by 
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property value. In other cases it has re- 
sulted from the desire to consolidate dif- 
ferent properties for the sake of increas- 
ing efficiency, standardizing equipment 
and lowering costs. The field has proved 
markedly successful in benefiting both 
the investor and the public. 

It will not be attempted herein to 1e- 
view the different kinds of business in 
which corporations engage and the bear- 
ings they have upon the desirability of an 
investment security. The previous chap- 
ters have treated of the public, quasi 
public and private corporations and their 
various sub-divisions. Suffice to say that 
on the basis of the information contained 
under the heading “Business” in the bond 
circular, the investor should determine 
whether the corporation is engaged in 
such a class of business as comes within 
his requirements. It is not attempted to 
advise whether an investor should pur- 
chase municipal, railroad, public utility, 
or industrial securities. Millions of dol- 
lars of par value of securities have been 
issued by corporations engaged in all 
classes of business. New issues are be- 
ing offered in all of these fields and it 
should not be difficult for the investor to 
find offerings suitable to his own ideas 
of the matter. 


Property 

Sometimes a bond circular describes 
its property in conjunction with the de- 
scription of its business. 

If it is a railroad corporation, it will 
give the miles of its roads and likewise 
with a street railway or interurban elec- 
tric line. If it is a gas company, it may 
give the miles of gas mains, the number 
of meters, the quantity of gas produced. 
If an electric company it may likewise 
give some interesting data along these 
lines. An industrial corporation “may 
give the acres of property owned, the 
estimated contents of the properties of 
lumber, coal or other raw materials, if the 
company is engaged in such a line of 
business. If a manufacturing corpora- 
tion, it may give the number of plants, 
their size, the floor space, the number of 
employes. 

Rarely is any information given in the 
description of the property of a corpora- 
tion which is of any particular value 
judging the intrinsic worth of the se- 
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curity. It is generally merely illustrative 
of the business of the corporation. Any 
important data about property indicating 
the value of a security is generally con- 
tained in paragraphs on the security of 
the issue. 


Territory 

Sometimes in addition to paragraphs 
on business and property, a separate 
paragraph may cover the territory served 
by the corporation or this information 
may all be contained in the one para- 
graph. 

If it is a railroad corporation, the 
territory served has an important bearing 
upon the security. It must be remem- 
bered that a railroad is dependent for 
freight upon‘ what is produced in the 
territory served. Naturally, the more 
diversified the products of a territory 
served, the less likely are there to be wide 
fluctuations in the earnings of the rail- 
road. Thus a trunk line extending from 
New York to Chicago may be a more 
desirable type of railroad than one de- 
pendent solely upon a territory raising 
grain which is subject to crop failure. 

The territory served by public utilities 
is likewise important. A street railway 
in a city where there has always been 
great labor unrest, may be less desirable 
than in territories where the public atti- 
tude is more favorable to private owner- 
ship. Likewise, an electric light and 
power company serving a territory which 
is thoroughly diversified industrially and 
agriculturally is more attractive than 
when serving a city dependent wholly 
upon a mining industry. In the case of 
industrial corporations, it is also of im- 
portance that the products sold by these 
corporations should be widely distributed 
and not dependent upon the demand in a 
particular locality. 


Security 

The circulars invariably describe the 
character of the securities which are be- 
ing offered. This goes into the matter 
in detail, which was merely suggested by 
the title or name of the security. Such 
a description should accurately set forth 
sufficient information for the investor to 
determine exactly the type of security 
offered. 

In addition to actually describing the 
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character of a security, some additional 
information of great value to the in- 
vestors may be given under this heading. 

In the case of a railroad suitable in- 
formation should be given to make it pos- 
sible for the investor to determine the 
relative value of the security offered. 
This might be the miles of roads and 
track covered by a mortgage, the cost of 
this road, the amount of securities having 
a prior lien per mile, and the amount of 
this issue per mile. In the case of col- 
lateral trust bonds a list of the securities 
pledged may be given and their market 
value. In the case of stocks, of course, 
this paragraph would be omitted, as 
stocks do not have specific security 
pledged to fulfill an obligation ; as, unlike 
a bond or note, stocks are not the obliga- 
tion of a corporation. There are so many 
different kinds of security supporting is- 
sues of bonds that it would be impossible 
to attempt a recital of them here. It is 
important, however, that the investor 
when making a comparison should select 
issues sufficiently similar to permit of 
proper comparison. 


Assets and Earnings 

The next items, in the order which they 
generally appear in circulars, are perhaps 
the most important features in a circular 
—the Assets and Earnings of the cor- 
poration. The assets are usually not 
touched upon except in the case of indus- 
trial corporations, as this matter is more 
particularly covered under the heading 
of Property or Security in other corpora- 
tions. The subject of earnings, however, 
is of the greatest importance in all circu- 
lars describing all kinds of securities. 

For an understanding of assets and 
earnings, it is important to give consid- 
erable space to a thorough discussion. 
Therefore, these are treated in the subse- 
quent chapter. 


Value of Properties 

Very often a special paragraph is de- 
voted to setting forth the value of the 
property of the corporation or the value 
of the property securing the particular 
issue offered in the circular. 

Values of property are usually given 
only in cases where there has been an 
actual appraisal of the physical assets by 
reputable appraisal corporations or firms. 
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While railroads are usually not ap- 
praised, the properties of public utility 
and industrial corporations are subject 
to appraisal. 

Too much importance, however, should 
not be attached to appraisals or valu- 
ations. The basis for asking an appraisal 
is to take a list of the actual materials 
used in building the properties at the 
average price of these materials at the 
time of the appraisal. An allowance is 
then made for the labor required in con- 
structions and a reproduction value of 
the properties is thus arrived at. Ob- 
viously properties of a corporation are 
not all new and, therefore, allowance is 
made for the depreciation of the various 
parts of the properties. The rates of de- 
preciation are based upon average ex- 
perience. After making these allow- 
ances, a present value of the properties 
is reached. 

Some corporations own patents which 
are of great value, but these are usually 
omitted in arriving at valuations for the 
issue of investment securities. The value 
of patents is usually reflected in the 
common stock of a corporation. Like- 


wise, some corporations have expended 
large sums upon advertising and so have 
built up the goodwill of the public. They 
may have advertised particular brands of 
goods or trademarks which could actually 
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be sold to competitors for a large sum 
of money. These values are likewise 
omitted in determining valuations on the 
basis of the issue of investment securi- 
ties. In the case of public utility corpo- 
rations, the franchises which they owr— 
that is, the right to operate under the 
law—are very often of large value, but 
not usually included in valuations for the 
issue of investment securities. 

There are so many ramifications of 
the question of appraisals, that, generally 
speaking, such valuations should not be 
given too much weight in judging securi- 
ties. The plant of an industrial corpora- 
tion may have actually cost a great sum 
of money, but may have been designed 
for a special purpose which has since 
proven a mistake, or, for some other rea- 
son,may have lostits usefulness. Itis very 
difficult to sell properties on the basis of 
their valuation. As a matter of experi- 
ence, it is almost impossible to find a 
buyer for properties which require a 
large sum of money to purchase. Gen- 
erally speaking, if a corporation is unable 
to take care of the payment of its securi- 
ties, or the interest thereon, the security 
holders must themselves consent to a re- 
organization and readjustment of the 
securities outstanding to meet the actual 
ability of a corporation to earn enough 
to pay a return. 
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Dow, Jones Avgs. 
40 Bonds 20 Inds. 20 Rails 


92.21 
92.24 
92.36 
91.65 
92.09 
92.48 
93.17 
93.51 
92.88 
93.26 
94.30 
94.78 


Monday, April 21 
Tuesday, April 22 
Wednesday, April 23... 
Thursday, April 24.... 
Friday, April 25 
Saturday, April 26 
Monday, April 28 
Tuesday, April 29 
Wednesday, April 30... 
Thursday, May 1 
Friday, May 2 
Saturday, May 3 


76.78 
76.91 
76.92 


76.93 
76.95 


76.89 


No. 
Issues 


Total 
Sales 


1,601,400 
1,544,600 
1,727,500 
1,295,600 
1,087,500 

835,200 
1,550,800 
1,592,300 
1,743,500 
1,379,900 
1,658,000 

753,700 


50 Stocks 
High Low 


78.66 77.65 
78.94 77.57 
79.36 78.26 
79.10 77.88 
78.96 78.12 
79.44 78.42 
79.91 78.75 
79.95 78.81 
79.57 78.04 
79.30 78.50 
80.55 79.17 
80.69 79.88 


83.53 
84.51 
84.46 
84.24 
84.58 
85.81 
85.57 
85.38 
85.03 
85.63 
85.98 
86.15 





Investment Inquiries 


A letter enclosing stamped self-addressed envelope will bring you a PERSONAL 
reply to an inquiry on any security in which you are interested. This Investor's Per- 
sonal Inquiry service is free to yearly subscribers. 


BROOKLYN RAPID TRANSIT 1ST 5S 
Will Not Be Disturbed 


Brooklyn Rapid Transit Ist 5s of 1945 
will undoubtedly not be disturbed during 
the present receivership, and with the large 
equities behind these issues and the very 
large capital investment involved, we do 
not think there is the least danger of any- 
thing going wrong. A relief is well in sight, 
and with this prospect in view the position of 
B. R. T. should improve. The stockholders 
may suffer by way of an assessment, and we 
believe it will be at their expense that the 
company will finally see daylight. The de- 
ferment of interest is a matter of form, as 
the receivers are entitled to do this, but we 
believe that the interest will be paid or pro- 
vided for in July. e 


WABASH PFD. “A” 
Should Not Be Sold Now 


Wabash Preferred “A,” although able to 
show a liberal earning power, the policy of 
the Government makes the position uncer- 
tain and directors do not wish to declare 
a dividend without being sure of the future. 
The stock has been well liquidated by dis- 
appointed holders. It seems stablized 
around current levels, and the chances do 
not favor any further decline of importance. 
Taking two typical years, namely, those of 
1916 and 1917, interest charges totaled a 
little over $3,000,000, while the net earnings 
were approximately $11,500,000. In each 
year the company was able to bring for- 
ward a balance averaging $4,500,000. The 
profit and loss surplus has grown from a de- 
ficit of $2,840,768 at the end of 1915 to a 
surplus of nearly $8,000,000. Quite evi- 
dently Wabash Railway is on the upward. 

Although Wabash Pfd. might be a very 
long pull investment, it would be better to 
hold the shares and even to average at these 
levels rather than to sell, as we believe that 
from the long range viewpoint the shares 
should sell substantially higher ultimately. 


OHIO OIL AND STANDARD OF CAL. 
Two High Grade “Standard Oils” 

Ohio Oil paid $25 in 1918 and 1917 and an 
average of about $18 in 1915 and 1916. The 
par value of this stock is $25 and the capital 
$15,000,000. The Ohio Oil Co. is very 
prominent in Wyoming, and the company 
has a surplus of $85,000,000. You will recall 
that this company endeavored to increase 
its capitalization in 1917, but this matter 
was held up on a decision of the Attorney- 
General. A special distribution is probably 
in sight and Ohio Oil is one of the most at- 
tractive of the Standard Oil group for a 
long pull. The shares have advanced from 


around $290, and further advance can be 
expected if the Standard Oils continue to 
go upward in the market. 

Standard Oil of California is a long pull 
investment issue of merit that if you can 
afford to hold regardless of temporary fluc- 
tuations should benefit you considerably in 
a year or two. California has not ex- 
hausted its possibilities as an oil field, and 
the Standard Oil Company is very well en- 
trenched to take advantage of coming oil 
developments. You have an_ alternative, 
namely, to secure a good profit, if you have 
one. If you have no profit or not a sub- 
stantial profit, we favor Standard Oil of 
California being held for a longer pull. All 
the Standard Oils of this character are a 
good investment regardless of temporary 
fluctuations. 


AMERICAN TEL. & TEL. 
A Fair Purchase Now 

We are inclined to believe that American 
Tel. & Tel. will maintain its present rate of 
8% per annum. Like most public utilities 
the company has suffered from having its 
income limited while operating costs have 
been going up, but a turn has*now come 
for the downward swing of operating costs, 
and rates have been raised under Govern- 
ment operation. Right at present the com- 
pany is being operated by the Government, 
though we are inclined to believe that the 
properties will be turned back to their own- 
ers before long. 

However, it is to be questioned whether 
the rates will again be reduced, and with 
income return and the operating costs tend- 
ing to decline we believe the 8% dividend 
is secure. 

This is an excellent long pull investment, 
but we prefer the company’s convertible 6% 
debenture bonds, which are convertible into 
the common stock at 106. These bonds 
are very well fortified, and should the com- 
mon stock work higher in the not distant 
future, these bonds may be expected to sell 
substantially above current levels. 


PEOPLES GAS 
Worst Days Seen 
Peoples Gas has apparently seen its worst 
days during the war period. The company 
was fully analyzed in the October 12 issue 
of the Magazine of Wall Street, and we 
suggest that you look over your file or 
secure a duplicate copy for 25c. postage pre- 
paid. The author stated in his conclusion, 
“as a non-dividend stock.” Peoples Gas 
would appear to be high enough, but — 
with the =~ range prospects for an eventual 
restoration of the 6% dividends good, it 
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will be seen that on that basis there is still 
room for a considerable appreciation in 
the price of the stocks. However, it would 
be advisable for you to study the article. 


INTERBOROUGH MET. COL. 4%s 
Should be Held Now 

Interboro Metropolitan Collateral 414s, 1956, 
are not now paying interest, the company be- 
ing in receivership, and for that reason are 
selling around 31. There is an active specula- 
tion in them. These represert the I. R. T. 
stock, each owner of a $1,000 bond being 
really the holder of 5 shares of this stock. 
The stock has to pay 9% dividends to equal 
the interest on the bonds. Under the contract 
with the city, the company’s preferential earn- 
ings will amount to about 13% on this stock, 
and as we have said the preferentials is cumu- 
lative and the city gets nothing until it is all 
paid. We believe, therefore, that there is an 
assured earning power behind these bonds in 
the long run, and the passage of the pending 
bill at Albany would be likely to benefit the 
price quite sharply. 


CARBO-HYDROGEN PREFERRED 
Has Several Attractive Features 

Carbo-Hydrogen Company of America Pfd. 
stock is suitable for the investment funds of 
a business man who realizes all the risk at- 
tendant upon an enterprise of this character, 
which has not had the time to establish itself 
during a period of depression. Within a few 
years, however, we believe-that the company 
will have moved into a different investment 
class. 

Frankly, we would not say that the shares 
are as safe and sound investment as compared 
with other preferred stocks like J. I. Case pfd., 
Willys-Overland pfd., Pierce-Arrow pfd., and 
other active listed stocks. The shares, how- 
ever, have speculative possibilities of an at- 
tractive type and if you are prepared to as- 
sume the risk, and invest your money for a 
long pull we believe that the result should 
prove profitable. The company makes a fea- 
ture of notifying its shareholders of develop- 
ments and in this respect their action is very 
commendable. 


PACIFIC MAIL 
Not a Conservative Purchase 

The shares have a par value of only $5 as 
the capital was reduced in 1915 from $20,000,- 
000 to $1,000,000 and the par value was then 
changed from $100 to $5. At that time, W. R. 
Grace & Co. and the American International 
Corporation acquired about 100,000 shares of 
Pacific Mail from the Southern Pacific Com- 
pany and holders of Pacific Mail shares May, 
1916 were offered 30,000 shares of the com- 
pany at $10 a share and 17,000 shares of pre- 
ferred stock at par. The shares have had a 
tremendous advance over the par value, and 
do not look so attractive at these levels. 
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The company has no regular dividend policy 
at the present time and has been making dis- 
tribution on the common stock of 50c a share 
semi-annually with occasional extras. The 
preferred stock is upon a regular 7% basis. 
The shares may have some further advance in 
the present speculation in the market, but we 
do not consider it a conservative purchase. 


GENERAL ASPHALT PREFERRED 
Features of This Issue 

General Asphalt (preferred) has a charter 
which authorizes the conversion of one share 
of preferred stock into one share of common 
at any time, at the option of the preferred 
shareholder. There is also deposited‘ $7,000,- 
000 common stock held in trust for the con- 
version of the preferred stock into common at 
the rate of $1.50 of common stock for each 
$1 preferred. Whenever any holder of shares 
of preferred stock wishes to convert his shares 
into common he is entitled to make the ex- 
change on even terms, and in addition he will 
receive from the trust fund $50 for each $100 
preferred so converted. In this way the hold- 
er of $100 preferred stock can, at any time— 
at his option—receive $150 of common stock. 
The preferred stock is subject to redemption 
at the option of the company at any time at 
110 and accrued dividends, on 90 days’ notice. 
During such 90 days the stock remains con- 
vertible common stock. 

The redemption feature limits the conver- 
sion privilege as above stated. 


BALTIMORE & OHIO REFUNDING 5S 
At An Attractive Level 

Baltimore & Ohio Refunding 5s of 1995 are 
selling at a very attractive level and we be- 
lieve that a business man is justified in placing 
a part of his funds in this bond for a long 
pull. However, we suggest that you compare 
this issue with some of the other bonds re- 
ferred to in the Bond Buyers’ Guide in the 
current issue of this magazine. 


STEWART-WARNER SPEEDOMETER 
A Business Man’s Investment 
Stewart-Warner Speedometer Company is 
a business man’s investment, as the company 
is, the largest manufacturer of its own lines 
which enjoy a good sale, and with the general 
prosperity of the automobile industry, we be- 
lieve that the company will continue to make 
an even better showing in the future than it 
has in the past. We regard the shares as 
attractive for a business man’s investment. 


SOUTHERN PACIFIC 
Has Not Discounted Oil Possibilities 
Southern Pacific has not discounted its oil 
possibilities to any great extent, and this is 
probably due to the uncertain railroad situa- 
tion which is in the minds of most investors 
who refuse to take part in the bulges in South- 
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ern Pacific. We expect to see Southern Pacific 
sell very much higher eventually, but since you 
have a profit and do not wish to hold your 
stocks through a possible decline, we believe 
that you would do well to purchase again on 
especially weak spots in the market. 

Southern Pacific has been very fully and 
frequently discussed in THE MAGAZINE OF 
WALL Street, and we would suggest that you 
look over the recent issues of the magazine, 
where you will get full information concern- 
ing the stock. 

We think well of Southern Pacific as a long 
pull proposition and believe that it has excel- 
lent assets and earning possibilities, especially 
in connection with its oil properties. While 
the market course of the stock might not prove 
very satisfactory with the many exhibiting 
uncertainties in the railroad situation for a 
longer period of time, it should show good 
market improvement and even better invest- 
ment position. ss 


AMERICAN DRUGGIST SYNDICATE 
An Attractive Long Pull Proposition 
American Druggist Syndicate was incorpor- 

ated in 1910. The company manufactures a 
large line of drugs, and its stock is largely 
owned by many retail druggists throughout the 
country. The past has shown good earnings 
for the company, and is conservatively man- 
aged. For the year 1917, its profits were $416,- 
749 as compared with $414,309 in 1916 and 
$444,190 in 1915. Dividends have been paid as 
follows: 1911 and 1912, 8% each, 1913, 9%, 
1914, 7%, 1915, 1916 and 1917, 8% each. At the 
end of 1917 its surplus stood at $701,537. The 
company has no preferred stocks or bonds. 
The higher prices for drugs have largely in- 
creased the earnings and so long as the work 
continues the prospects are that these bigger 
earnings will be maintained. We regard the 
stock as a fairly attractive speculative invest- 
ment for a long pull. 


AMERICAN COTTON OIL 
In Strong Position 

American Cotton Oil has good possibilities 
by reason of its large interest in The Fair- 
banks Company and the possibility that its 
real earnings have not been disclosed. The 
4% dividend appears to be safe and there is 
a good chance that this will be increased 
shortly to 6%. The stock looks strong at this 
writing and if you can assume the risk in- 
volved, believe that a purchase for semi-invest- 
ment for a long pull should prove profitable. 


FORD MOTOR OF CANADA 
Prefer Lower Priced Motors 
_ Ford Motor Company of Canada established 
in 1904, has a principal plant at Ford, Ontario, 
on the bank of the Detroit River with capacity 
of about 60,000 cars per annum. It also has 
an assembling plant at Montreal, New London 
and Winnipeg. The company also has the 
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exclusive right to manufacture and sell the 
Ford machine in the British Empire with the 
exception of England, Ireland and Scotland. 
Its capitalization is $10,000,000, issued $7,000,- 
000, the capital stock having been increased 
from $125,000 solely through stock dividends 
issued against its capital. The shares have a 
par value of $100., The last quotation 1s 
around 298. We do not suggest an investment 
in this stock, believing that some of the lower 
priced motors like Pierce-Arrow (common 
and preferred), Willys-Overland (common 
and preferred), and Peerless Truck & Motor, 
have better chances to appreciate in market 
value upon the basis of the actual amount 
invested. 


ISLAND OIL & REFINING 7% PARTIC. 
BONDS 
A New Issue of Merit 

Bonds of the new Island Oil Refinery Com- 
pany possess excellent possibilities. They are 
offered to stockholders of the Island Oil Com- 
pany to provide funds for the erection of three 
refineries from which substantial profits are 
expected to be made. They will be secured by 
a mortgage over the property of the Island 
Refining Corporation and the interest is ex- 
pected to be paid regularly and these bonds 
also share to the extent of 20% of the profits 
of the company. 

Island Oil feud with the Metropolitan Pe- 
troleum Corporation, is a very complicated 
affair and was discussed in recent issues of 
Tue MaGAzIne oF WALL Srreet. You can se- 
cure the entire story by purchasing two of the 
issues in which this appeared and can secure 
same from the circulation department for 50 
cents, postage prepaid. Metropolitan Petrol- 
eum claims the Island Oil and Transport Cor- 
poration took away its property illegally, and 
even if the Metropolitan Petroleum should 
win its case, this will not seriously affect 
Island Oii or its securities. The Island Oil 
Company owns very large acreage, has pro- 
ducing wells and a very large production. We 
regard it as one of the promising oil com- 
panies. 


KEYSTONE TIRE & RUBBER 
At a Speculative Level 

Keystone Tire & Rubber was discussed in 
the Feb. 15th, 1919 issue of THE MAGAZINE OF 
Watt Street, and we came to the conclusion 
that the company has been fortunate in its war 
prosperity, and the shares are now selling at 
a relatively high level, sufficient to discount 
the prosperity of this company during the past 
few years. 

The company was formed in 1912 with an 
original capital of $5,000, which has been in- 
creased since to around $1,500,000, par $10. 
The shares are now selling at about 2%4 times 
their par value. The stock pays 12% ($1.20) 
annually, with extras. The company conducts 
the largest business of its kind in the United 
States. 
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It is the only company exclusively engaged 
in the jobbing of automobile casings and 
tubes. The merchandise handled is over- 
production of tire manufacturers, and what is 
commonly known as “seconds,” namely, tires 
slightly blemished in the course of manufac- 
ture. We do not consider the shares attrac- 


tive and cannot suggest a purchase, and if you 
are a holder who is not prepared a assume a 
further speculative risk, we suggest a sale. 


SALT CREEK PRODUCERS ASSOC. 
Takes Over Midwest Oil 

Salt Creek Producers Association, Inc., was 
formed to take over Midwest Oil. Holders 
of 20 shares of Midwest Oil pfd. stock (par 
value $1 per share) can exchange their shares 
for one share of Salt Creek Producers Assoc. 
stock (par $25 per share); and holders of 25 
shares of Midwest Oil common stock (par $1 
per share) may exchange this lot for one 
share of Creek Prod. Assoc. stock (par $25 
per share). 

The expiration date is May Ist and those 
behind the proposition state that sufficient 
stock of the Midwest Oil Company both pre- 
ferred and common has been guaranteed to 
secure a success of the merger. Under the 
new arrangement the Salt Creek Prod. Assoc. 
secured a valuable interest in approximately 
13,000 acres of an excellent oil producing field. 
The merger eliminates a great deal of friction 
over title and other disputes which should 
prove advantageous in the long run. 

Of course, this is a new proposition, and 
while it has considerable merit, it can be 
classed only as a speculation at present. From 
all-indications the outlook is good and if you 
are prepared to take a speculative risk, the 
stock around present levels affords a good 
opportunity for a long pull. We suggest that 
you transfer the certificates into stock and 
hold the latter until after May 1st at any rate. 


BOND QUERY 
No Safe Issues Yielding Over 8% 

You cannot secure safe bonds or preferred 
stocks to yield from 8% to 9%, as not 
even speculative common stocks of high qual- 
ity can be expected to yield so much. You 
will, however, find in the April 12th issue of 
THe MaGazIne oF WALL StREET, pages 1085 
and 1093, a list of preferred stoc!s and bonds, 
some of them yielding as high as 74%. This 
Department agrees with the selection of the 
authors of those articles, and believe you will 
have no difficulty in placing your money to 
advantage, as the bonds and stocks have been 
carefully selected and it is only a question of 
individual requirements to decide which to 
choose. 


OWENS BOTTLING MACHINE 
Issues in Excellent Position 
Owens Bottling Machine has a net tangible 
value of between $40-$50 a share, the value 
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of the stock must be judged by the excel- 
lent earning power, dividend, etc. Between 
1911 and 1917 the common stock showed an 
earning power of not less than 26% and as 
high as nearly 44% in 1914. This is due to 
the fact that the company has a small capi- 
talization of approximately $10,000,000 in 
common stock (par $25) and a trifle over 
$7,000,000 in preferred stock (par $100). 
The preferred stock is a very high grade 
investment, as dividends of 7% have been 
paid on this issue from 1907 to date without 
a break. The earnings record of the com- 
mon is shown by the fact that dividends 
ranging from 4% to as high as 20% have 
been paid for the past ten years, the present 
rate being 12%, or $3, a share annually. 
The company passed the extra dividend of 
2% last December owing to developments 
in the prohibition movement. The stock 
is also largely held by employees of the 
company. We regard the shares as a good 
business man’s investment for a long pull. 


INTERNATIONAL NICKEL 
Good Long Pull Prospects 


International Nickel is now selling at a 
price which we regard as satisfactory for 
long pull prospects. The company has a 
virtual monopoly upon the production of 
nickel in the United States, and is very con- 
servatively and efficiently managed. Par of 
the stock is $25 and it is now paying divi- 
dends at the rate of $2 per share, the rate 
having been cut down in half earlier in the 
year. 

We believe that in a strong market for 
metal stocks the issue will sell up and under 
more normal conditions we are inclined to 
look for higher prices eventually. 


WELLS-FARGO 
Low Price Discounts Worst 


Wells-Fargo has been taken over by the 
American Railway Express under Federal 
administration. The dividend has been de- 
ferred since last October, and the earnings 
have shown a big decrease between 1916 
and 1917. Although the gross turnover of 
1917 showed net $10,000,000 increase over 
the preceding year, high operating costs, 
due to the war conditions, accounted for the 
difference. The company earned a little 
under 7% in 1917, compared with nearly 
18% in 1916. However, according to the 
balance sheet, after allowing for $100 per 
share for the stock, there is also a surplus 
of over $4,000,000, which is equivalent to $6 
a share. The stock is selling at lowest 
levels now and it might be better to hold 
temporarily. 

It is probably better to hold all the ex- 
press stocks, like Adams Express and 
Wells-Fargo, temporarily, as they are now 
selling at around their lowest level, and the 
technical position at least favors some ad- 
vance in price. 





BOND BUYER’S GUIDE 


Arranged By F. M. Van Wicklen 


HE following table includes most of the active bonds listed in the New York Stock 

I Exchange. An endeavor has been made to arrange these bonds in the order of 
their desirability as investments, based upon a combination of two factors, namely, 
security of principal and income return. 

In many cases it is difficult to determine whether a certain bond should be rated above 
or.below another, and in this respect the investor who has uppermost in mind security of 
principal, will no doubt differ as to classification, with one who is concerned primarily with 
the amount of income received from the investment, and vice versa. The arrangement below, 
however, attempts to balance these two factors. This table appears in every other issue 
of this magazine. 


Foreign Government Bonds 


Per cent. 
Yield 
Per cent. 


Wabash Ist 5s, 1939 

Southern Ry. Cons. 5s, 1995 
Union Pacific 6s, 1928 

Kans. City Term. Ist 4s, 1960 
N. Y. Cent., L. S. Coll. 3%s, 1998 
C. Rock I. & Pac. Gen. 4s, 1988 
tReading Gen. 4s, 

Second Grade: 

*St. L—San Fran. p. 1st 4s, 1950 
Mo. Pac. Ref. 5s, 1923 

Ma. Pac. Ref. 5s, 1923 


i 3 , Nov. 1919.... Ches. & Ohio Conv. 4%s, 1930 
U. K. Gt. Brit. & I. 5%s, Nov 97 Ches. & Ohio Conv. 5s, 1946 


Dom. Canada 5s, April 1931 So. Pac. Conv. 4s, 1929 


Railroad Bonds Legal for New York State tSo. Pac. Conv. 5s, 1934 
Savings Banks C. Rock I. & Pac. Ref. 4s, 1934 
§Col. & So. Ref. 4%s, 1935 
First Grede: *N. Y. Cent. Conv. 6s, 1935 
Pennsylvania Gen. 5s, 1968 Kans. C. So. Ref. 5s, 1950 
Lou. & Nash. Unified 4s, 1940.... *Pere Marquette 5s, 1956 
tSo. Pac. Ref. 4s, 1955 Mo. Pac. Gen. 4s, 1975 
. TtErie Cons. 4s, 1996 
C. C. C. & St. Louis Gen. 4s, 1993 
St. L. & So. West. Ist 4s, 1989 
TtErie Gen. 4s, 1996 
Chic., Gt. West. Ist 4s, 1959 
Southern Ry. Deb. 4s, 1956 
West. Md. Ist 4st, 1952 


U. K. Gt. Brit. & I. 5%s, 1937 

Paris 6s, Oct. 15, 1921 

*Anglo-French 5s, Oct. 15, 1920 

*Jap. 2nd Ser. German Stpd. 4%s, 1925 
(Par value $974) 88 

*French Cities 6s, Nov. 1919 99% 

U. K. Gt. Brit. & I. 5%4s, Nov. 1921.... 

Dom. Canada 5s, April 1921 97% 

Dom. Canada 5s, April 1926 

*Am. For. Sec. 5s, Aug. 1919 
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*Norf. & West. Cons. 4s, 1996 
C. & North West. Gen. 5s, 1987 
tUnion Pacific Ref. 4s, 2008 
*Nor. Pac. p. 1. 4s, 1997 
N. Y. Cent. ist 3%s, 1997 
Lake Shore ist 3%s, 1997 
*Atch., T. & S. F 
Pennsylvania Cons. 4%s, 1960 
Illinois Cent. Ref. 4s, 1955 
M. St. P. & S. S. Marie Cons. 4s, 1938.. 
C. M. & St. Paul Gen. 4%s, 1989 8 
tBalt. & Ohio p. 1, 3%s, 1925 
tBalt. & Ohio Ist 4s, 1948 
. & Hudson Ref. 4s, 1943 
. Northern 4%s, 1961 
Nor. Pacific Gen. 3s, 2047 
Second Grade: 
*C. M. & St. Paul Conv. 4%s, 1932...... 77 
tBalt. & Ohio Conv. 4%s, 1933 
C. M. & St. Paul Ref. 4%s, 2014 
*C. M. & St. Paul Conv. 5s, 2014 
Balt. & Ohio Ref. 5s, 1995 
tN. Y. Cent. Ref. 4%s, 2013 


Railroad Bonds Not Legal for New York Public Utility Bonds 


Gente Caviags Banke *Am. Tel. & Tel. Conv. 6, 1925 

First Grade: *Am. Tel. & Tel. Coll. 4s, 1929 
C. Burl. & Q. Joint 4s, 1921........... BY *Am. Tel. & Tel. Coll. 5s, 1946 
tUnion Pacific Conv. 4s, 1927 *N. Y. Telephone "4%s, 1939 
Lehigh Valley 6s, 1928.... Consol. Gas N. Y. Conv. 6s, 

Sh. Line Ref. 40, 1929......... 87 Int. Rap. Tran. Ref. 5s, 1966 
At. Coast L. L. & N. Coll. 4s, 1952..... 74% Public Serv. Corp. N. J. 5s, 1959 
Lake Shore Deb. 4s, 1928 88 Int. Met. Coll. 4%s, 1956 
Til. Cent.—C. St.L. & N.O. Joint 5s, 1963 90 2nd May, 1919. 
Col & So. Ist 4s, 1929 87 
Seaboard A. L. Ist 4s, 1950 
"Virginian Ry. Ist 5s, 1962 
tCent. Pac. Ref. 4s, 1949 
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Industrial Bonds 


§Central Leather Ist 5s, 1925............ 
Western Electric Ist 5s, 1922 
*Beth. Steel Ref. 5s, 
tLackawanna Steel Cons. 5s, 1950 
*Midvale Steel 5s, 1936 

Armour & Co. R. E. 4%s, 1939 
Rep. I. & Steel 5s, 1940 
National Tube Ist 5s, 1952 
Indiana Steel Ist 5s, 1952 

Va. Car. Chem. Ist 5s, 1923 
*Am. Smelt. & Ref. Ist 5s, 1947 
U. S. Steel S. F. 5s, 1963 
Wilson & Co. 6s, 1941 

Inter. Mer. Mar. 6s, 1941 

*U. S. Rubber Ref. 5s, 1947 

Am. Cotton Oil Deb. 5s, 1931 
Gen. Elec. Deb. 5s, 1952 
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*—In denominations of $100, $500 and $1,000. 
t—In denominations of $100 and $1,000. 
$—In denominations of $500 and $1,000. 
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Lee—Ajax—Keystone 


By TRACY E. SUTLIFF 


Three Companies with much in Common—Their 
Records Scrutinized and Prospects Analyzed 


HREE companies whose prosper- 

ity depends upon activity and 

improvement in one line of busi- 
ness, but whose methods of attaining 
that prosperity are separate and distinct, 
are the Ajax Rubber Company, the Lee 
Rubber & Tire Corporation and the Key- 
stone Tire & Rubber Company. 

All depend upon the sale of automobile 
tires and inner tubes for the great por- 
tion of their income; all have common 
interests of trade; all prosper or suffer as 
the market for their product is great or 
small; but there their common interests 
end. 

One is a producer of rubber tires ; an- 
other is merely a holding company for a 
subsidiary which manufactures tires and 
tubes, as well as sundry rubber goods; 
the third has no connection with the pro- 
ducing end of the tire business, but de- 
rives its income from the purchase and 
sale of tires manufactured by other con- 
sumers. 

The Ajax Rubber Company is a pro- 
ducer of tires and has an extensive sell- 
ing organization through which it dis- 
poses of its product. The Lee Rubber & 
Tire Corporation owns the capital stock 
of the Lee Tire & Rubber Company, a 
producer, and sells the rubber output of 
the subsidiary’s factories. The Keystone 
Tire Company has made extensive con- 
tracts with producing concerns by which 
it takes all surplus production and mar- 
kets it through a great selling organiza- 
tion. 

Suffered from War 


All of these companies suffered during 
the war as a result of Governmental 
restrictions upon rubber importation and 
tire manufacture. Now these restrictions 
have been removed and the automobile 
industry, so closely allied, is booming 
once more and prospects for the rubber 
tire makers should be bright. A very 
marked movement in the rubber shares in 
the market during the last few months 
has discounted to some extend this pros- 
perity. 


Ajax Rubber 


The Ajax Rubber Company was or- 
ganized and incorporated in December, 
1915, with a perpetual charter granted 
under the laws of New York to manufac- 
ture automobile tires and inner tubes. 
The original business was begun ten 
years previously by the Ajax Standard 
Rubber Company, of which, in Septem- 
ber, 1916, was merged with the Grieb 
Rubber Company of New Jersey under 
the name of the Ajax-Grieb Rubber 
Company. After the formation of the 
Ajax Rubber Company, all of the busi- 
ness, property, assets and goodwill of the 
Ajax- Grieb concern was acquired by the 
new organization and the Ajax-Grieb 
Company was dissolved. Soon after the 
incorporation of the Ajax Rubber Com- 
pany, it acquired the Racine Rubber 
Company of Racine, Wisconsin, for the 





TABLE I. 


Range of Prices in Last Four Years 
1919* 1918 1917 1916 

— Low High Low High Low High Low 
66 72% 49 80 45% 89% 63 

e 24 12 30 10% 56% 25% 
Keystone. .. 09% 89 ° ‘i od - o 


(*) To April 26th. 





purchase of which an increase of $5,- 
000,000 in capital stock was authorized, 
bringing the total authorized share capi- 
talization of the company up to $10,- 
000,000. 

Besides the Racine plant, the company 
owns large properties in Trenton, includ- 
ing a number of up-to-date factories with 
an annual capacity of 300,000 tires and 
300,000 inner tubes. This output, it is 
planned, will be increased in time to 750,- 
000 of each product. The business of 
the company has grown by leaps and 
bounds since its organization and the 
annua] report for 1918 showed gross 
business almost double that of 1916, the 
first year of its operation. Net earnings 
have not advanced in proportion, however, 
due, no doubt, to the war-time restrictions . 
placed on tire manufacturers. During the 
first year of its existence, the company 
had a gross turnover of $10,335,178, with 
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net earnings after all charges of $1,173,- 
327. The 1918 figures showed a -total 
business of $19,297,721 and net earnings 
of $1,215,368; the gross income having 
virtually doubled while the net increased 
only about four per cent. It is apparent 
from these figures that a large part of the 
increase in the last year was represented 
in larger prices received rather than in 
greatly increased business. 

In 1918 the net earnings were equiva- 
lent to $8.55 a share on the capital stock 
and of this amount $6 was paid in divi- 
dends, leaving a further equity for the 
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stock in the year’s business of more than 
$2.50. Im the three years of the com- 
pany’s operation net earnings have aggre- 
gated $27.06 a share on the stock and 
during that same period holders of the 
shares have received dividends in the 
total amount of $61.85, so that better 
than $10 a share in the earnings has been 
returned to the business. This is un- 
questionably good management. The 
working capital has stood at practically 
the same figure throughout the three 
years of the company’s operations. Late 
in December of last year, however, the 
prospects for a record breaking business 
in 1919 were discerned and the directors 
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of the Ajax company decided to increase 
their working capital substantially so that 
this business might be handled without 
strain, Therefore, an issue of $1,000,000 
of the capital stock was offered to stock- 
holders and quickly sold, the entire pro- 
ceeds being turned into the treasury of 
the company for working capital, raising 
that item to well above $5,000,000. 
Prospects for Shares 

The $8,100,000 capital stock now out- 
standing stands alone in the capital lia- 
bilities of the company. There has never 
been an issue of preferred stock nor a 
bond to cut in between the capital stock 
and the earnings. The dividend policy 
of the directors has been very conserva- 
tive as shown in the ratio of dividends 
paid to per-share earnings. In 1916 divi- 
dends aggregating $5 a share were paid; 
in 1917 $5.85 a share, including a dis- 
bursement of ten cents a share for the 
benefit of the Red Cross. Last year the 
directors raised the annual rate from $5 
to $6 a share, par value $50, and that 
rate has been maintained so far this year. 
It is hardly likely that the 12 per cent 
rate will be increased, but with the ex- 
cellent prospects ahead of the company, 
it is not difficult to see a tidy surplus 
piling up in the near future upon which 
the capital shares will have full claim, 

The shares have had an upward swing 
from the low level of 1919 of about 40 
per cent and at present prices are yielding 
around 6% per cent as an investment. 
While they yield a good return at this 
figure, with earnings prospects seemingly 
assuring a reasonable margin of safety, 
it is hardly likely that they can be con- 
sidered as speculative possibilities now. 

Lee Rubber & Tire 

Like the Ajax company, Lee Rubber 
& Tire was organized in December, 1915, 
but its progress through the three years 
of its existence has been much more 
checkered than that of Ajax, and the re- 
sults which it has attained have not been 
nearly so satisfactory. 

Lee Rubber & Tire owns all of the 
outstanding preferred and common 
shares of the Lee Tire & Rubber Com- 
pany, a Pennsylvania corporation, which 
was formed in 1911. By virtue of its 
ownership of this concern, it also con- 
trols the Lee Tire Sales Company, a 
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selling company. In 1917 it broadened 
its sales field considerably by ‘the acqui- 
sition of the entire capital stock of the 
Kelly-Field Company, another selling or- 
ganization which had previously been 
independently owned. The Lee Rubber 
& Tire Corporation’s charter is a very 
broad one, permitting it to engage in the 
business of manufacturing, buying, sell- 
ing and generally dealing in tires for 
automobiles and other vehicles and all 
other classes of rubber and rubber goods 
and all wares and merchandise in which 
rubber is a component part. It may also 
deal in patents and automobile sundries 
of every description. 

The Lee Tire & Rubber Company, the 
subsidiary, has a large plant at Consho- 
hocken, Pennsylvania, where it produces 
all of its tires and inner tubes. Prior to 
1916 this original plant had also been 
used for the production of other rubber 
goods, but in that year an additional mill 





TABLE II 
Sales and Net Earnings of Ajax Rubber 
Sales Earnings 
$2,936,923 $408,435 
2,960,533 422,487 
3,391,437 706,929 
3,175,390 394,696 
10,335,178 1,173,327 
13,828,282 1,460,293 
1918 19,397,721 1,215, 368 
1912-1915 Ajax-Grieb Rubber Company. 





was constructed for the manufacture of 
miscellaneous rubber and _ surgeons’ 
goods, leaving the main factory to be 
devoted entirely to the tire production 
industry. The plant covers a large part 
of the 27 acres owned in that section by 
the company, and its buildings are of the 
latest and most modern construction. 
The Kelly-Field selling concern which 
was purchased by Lee Rubber in 1917 has 
branches throughout the country and ad- 
ditional sales offices have been established 
by the Lee management in New York, 
Chicago, Boston, St. Louis, Atlanta, 
Indianapolis, Milwaukee, Buffalo and 
Providence. 
Earnings 

During the first year of its existence, 
in 1916, the Lee Rubber & Tire Corpora- 
tion had net sales of $3,587,761, with net 
earnings after all charges of more than 
$237,000. In the second year, however, 
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while business increased about half a 
million of dollars, profits fell away mis- 
erably and at the end of the twelve 
months the net earnings were reported to 
have been only $22,589. Early in the 
year the net income of the company began 
to decline alarmingly, and when the di- 
rectors met for action on the first quar- 
ter’s dividend, it was decided that no 
payment could be made. Various causes 
contributed to this condition, not the least 
of which was labor troubles which ham- 
pered production and increased operating 
costs. The payment of a big floating 
debt, incurred largely in the construction 
of the new factory, also was a factor in 
keeping down the surplus of the year. 

In 1918, however, the company was 
able to report satisfactory earnings on the 
gross business once more. The total sales 
reported for that year were about $600,- 
000 higher than in 1917, and profits in- 
creased to $200,348, or almost the equal 
of the first year’s earnings. With the 
happenings of the preceding year fresh 
in their minds, however, the directors 
adopted the policy of building up a com- 
fortable surplus before again attempting 
to pay dividends, and so there has been 
no disbursement on Lee Rubber from 
the end of its first year to the present 
time. During 1918 the management was 
much encouraged by the improvement in 
business, all of which came despite heavy 
restrictions on the importation of rubber 
and on the manufacture of automobile 
tires and tubes. Sales increased by 
about 17 per cent and net earnings 
jumped several -hundred per cent. 

The net earnings of 1916, the first year 
of the company’s existence, were at the 
rate of $2.37 a share on the capital stock 
of no par value. The 1917 earnings were 
only 23 cents a share, while in 1918 they 
climbed again to $2.03, making the total 
indicated earnings on the capital stock 
of the company since its organization 
$4.63 a share, of which $2.25 was paid 
in dividends during the first year. No 
dividends have been paid since 1916. The 
working capital of the Lee Tire & Rubber 
Company at the time it was acquired by 
the Lee Rubber & Tire Corporation stood 
at $1,883,591, or nearly the same as that 
shown in the consolidated balance sheet 
of the two companies for the end of last 
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year. At the close of 1917, the bad year, 
the surplus of current assets over current 
liabilities had fallen to $1,167,451, but 
during 1918 more than half a million dol- 
lars was added to working capital, raising 
that item to $1,700,000 at the end of the 
year. 


No Doubt as to Future 

With regard to the future of the Lee 
Rubber & Tire Corporation, there can be 
no two opinions. The automobile busi- 
ness is expanding day by day to new 
record levels and the tire business can- 
not but expand with it. If the manage- 
ment of the Lee corporation is main- 
tained on the same conservative basis as 
at present, the general belief is that by 
the time another year has rolled around 
the concern will once more be on a solid 
footing. That there will be no dividends 
this year is almost certain in view of 
President Watson’s recent statement, so 
that that element for speculation is re- 
moved entirely. 

As to prospects, it is very likely that at 
its present level around 34 the Lee shares 
have discounted practically all that can 
happen very soon in the way of improve- 
ment and development. They are now 
selling nearly $10 a share above their 
asset value as of December 31, 1918, 
when net tangible assets applicable to the 
stock, were $2,498,201, or about $23 a 
share. For the purchaser who has the 
patience to wait, Lee Rubber shares at 
present levels appear very attractive; but 
for the buyer seeking immediate return, 
they can hardly be considered desirable 
at this price. 


Keystone Tire 


With regard to Keystone Tire it is 
rather difficult to forecast with any de- 
gree of accuracy just what will happen 
to this company. The records of its 
business during the past few years are 
more or less mixed and any definite state- 
ment of its position is almost impossible. 
The Keystone Tire and Rubber Company 
differs from its fellows in that its tire 
business consists entirely of the purchase 
and re-sale of the product of other plants. 
It is not a producer of rubber tires, but 
merely a selling agent for other pro- 
ducers. The company was incorporated 
in July, 1916, with an initial capitalization 
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of $500,000 preferred and $1,000,000 
common stock. The preferred shares 
were convertible into common and in 
December of last year it was announced 
that all but 10 shares had been so con- 
verted, so that at present there is nothing 
ahead of the common stock. 

The Keystone company has a large 
selling organization spread all over the 
country, with 30 retail stores of its own 
in as many leading cities, to say nothing 
of a vast number of sub-agencies in the 
smaller and less important centers. The 
output of 17 different factories is con- 
trolled by this company from which it 
secures under contract all over-produc- 
tion as well as all defective tires which 
it sells as “seconds.” In May of last year 
it added to its source of supply by acquir- 
ing the factory of the Gryphon Rubber 
and Tire Corporation of New York un- 
der an arrangement which does not call 
for any investment in plant or equipment, 
but obligates it only to pay for the fin- 


TABLE III 

Sales and Net Earnings of Lee Rubber & 
Tire Corporation 

Sales 
$3,587,761 
4,073,895 
4,609,924 200,384 
ished product when delivered. Three 
additional factories are to be taken over 
on the same basis, according to a report 
recently circulated, although unconfirmed 

in any official or authoritative quarter. 
The second year of the company’s ex- 
istence was its best year in the way of 
business. That was in 1917, when its 
net sales aggregated in excess of $7,000,- 
000 and net earnings exceeded $850,000. 
The 1918 sales showed a falling off of 
more than a million dollars, due in a 
large degree to the restrictions imposed 
upon the rubber tire industry by the 
Federal Government. The ratio of earn- 
ings to business was considerably higher 
that year, however, and the result was 
a net profit in excess of that for 1917 by 
nearly $50,000. In the first month this 
year earnings were more than double 
those of the same period of 1918, while 
up to March first when application was 
made to list the shares on the New York 
Stock Exchange they continued to show 
the same big advance. This increase was 





Earnings 
$237,337 
22,589 
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made despite the changes in organization 
which the company had been making in 
its readjustment and the ratio of advance 
over last year’s business should be larger 
and larger as the season advances and 
the demand for automobile tires becomes 
more marked. 

The earnings in 1918 were at the rate 
of $5.99 a share on the common stock 
then outstanding and represented an 
increase of about 31 cents a share over 
the 1917 earnings. At present rate of 
operation, it is estimated in some quarters 
that the 1919 earnings will exceed $10 a 
share on the common, although this figure 
is probably too high, considering the new 
share capitalization of $214,750 which 
was recently issued as a stock dividend 
of 15 per cent. These earnings are ex- 
tremely high, however, the par value of 
the stock being but $10. The 1918 earn- 
ings of $5.99 share represented about 60 


TABLE IV 
Sales and Net Earnings of Keystone 
Tire & Rubber Co. 


Sales 





Earnings 
$191,809 
853,162 
899,284 
121,168 
*To March 1. 
xSales do not include store returns. 





per cent and the estimated for this year 
would indicate 100 per cent earnings on 


the capitalization. Dividends have been 
paid fairly regularly since October 2, 
1916, when an initial disbursement of 2 
per cent on the preferred and common 
stocks together with extra dividends of 
Y% of 1 per cent on the preferred and %4 
of 1 per cent on the common were paid. 
Dividends of 21-3 per cent each on the 
preferred stock and 3 per cent each on 
the common were paid quarterly in 1917 
and 1918. The earnings for the common 
stock since 1916 have aggregated a little 
more than 100 per cent, whereas divi- 
dends on the common have totalled but 
a little more than 26 per cent, so that the 
equity still back of the common in the 
earnings for the last three years is ex- 
tremely large. 
Stock Dividends 

A stock dividend of 15 per cent on the 
common was made in October of last 
year, following the increase in the capital 
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stock of the company from $1,500,000 to 
$2,000,000. The original intention of the 
directors as expressed in a resolution a 
few months previous had been to make a 
stock distribution of 33 1-3 per cent. The 
Capital Issues Committee at Washington, 
however, suggested that this would be 
too large considering the Fourth Liberty 
Loan which was pending at that time. 
The Capital Issues Committee further 
suggested that the proposed dividend be 
made 15 per cent, which the directors 
immediately did and for which almost 
immediate approval was secured. In 
March of this year, however, the direc- 
tors announced that they were ready to 
make another similar distribution on the 
stock and consequently a second 15 per 
cent stock dividend was declared payable 
in May. 

Few other stocks have experienced 
such a wild swing upward in the same 
brief space of time as Keystone. Listed 
on the New York Curb the price ad- 
vanced steadily with scarcely no reaction 
from around 30 to within a fraction of 
$100 a share. Then the stock was listed 
on the New York Stock Exchange and 
since that time has hung relatively in- 
active around 96 and 97. 

Stories of what happened to Keystone 
on the Curb have been in circulation ever 
since the listing application was made 
and at least one of these rumors “whis. 
pers mysteriously of “technical shorts” 
among some outside brokers who, it is 
said, forgot to execute buying orders 
after they had received them. This sort 
of thing, once known as “bucketing,” is 
said to have continued all the way from 
about 35 to the very top of the Curb 
movement. In this connection it is 
whispered that a private settlement is to 
be made with those “shorts” by which 
they can escape from their predicament. 

Although the outlook for its business 
is excellent, and although it cannot help 
but prosper when the automobile and 
rubber industries prosper, Keystone Tire 
at present levels appears too high. It is 
selling today at a premium of almost 900 
per cent of its par value whereas the 
dividend paid during the last two years 
has been but 12 per cent annually. At 
that rate the yield on the present price is 
only about 134 per cent per year. 





Atlantic, Gulf & 


West Indies and 


Its Oil Properties 
By OWEN ELY 


Wonderful Showing of Last Three Years—Readjustment 
Difficulties—Status of Securities 


OUR years of war-time prosperity 
Fk have enabled Atlantic Gulf to 

place both its stocks upon a divi- 
dend-paying basis. The conservative 
policy of the management in withholding 
extra dividends, and the carefully con- 
sidered re-investment of surplus earnings 
in Mexican oil interests, encourage the 
view that the common stock may be a 
permanent dividend-payer. However, at 
the present high price of about 151 (May 
2), the 10% return yields only 6.62%— 
somewhat low as compared with the 
yield of many good investment securities. 


The recent strength of AGWI seems 
to have been due in part to rumors of a 
merger between the American Interna- 
tional Corporation and several large 
steamship companies. Such a deal if 
brought about would, of course, be very 
profitable to Atlantic Gulf stockholders, 
since the value of their interests would 
be based largely on war-time earnings. 
Shipping stocks seem to be peculiarly sus- 
ceptible to rumor, however, and while 
there is a great deal of speculation as to 
‘ what the American International will do 
with the funds from its $40 stock assess- 
ment, no substantial basis for the merger 
theory seems to exist. 


Before the War 


Atlantic Gulf’s earnings prior to 1916 
were not large. From its organization in 
1908, as successor to the bankrupt Con- 
solidated Steamship Line, up to and in- 
cluding 1914, the Company’s income av- 
eraged only about 1.4 times its charges, 
and the balance available for dividends 
amounted to approximately 3.5% on the 
preferred stock. (Accurate figures for 
the years prior to 1915 are difficult to 
obtain, since no consolidated income ac- 
count including the parent company was 
published.) No dividends were paid 
during this period. 

During the three years 1915-17, the 


enormous growth of traffic and increase 
in shipping rates enabled the Company 
to make a wonderful showing. 


Gross and net earnings per ton for 
three years preceding and three years 
following the war have been stated as 
follows: 


Earnings Per Ton 


Year Gross. 


1915 ’ 
EE iAcktvseetedaensaoennes 132.70 


1917 


The gross earnings per ton in 1917 
were 120% greater than in 1914 and the 
net earnings per ton 230% larger. 


In 1917, with a considerable increase 
in current assets, the Company reported 
“other income” of $2,138,000 as com- 
pared with the previous average of only 
$425,000. Added to $9,738,000 operating 
income this gave a total income of 
$11,876,000, nearly four times the aver- 
age for the period 1909-14. 


With fixed charges showing no increase 
(war taxes are included in expenses and 
interest payments decreased slightly 
every year owing to bond redemption) 
the Company was able to report large 
earnings on its stocks: 

Earned 
Com. Pref. 
12.8% aoe 
50.0 3%4% 


Paid 
Pref. Com. 


--- 178% 
1916 ... 55.0 
1917 ... 658 59.6 5 
rarer — 5 
The results for 1918 have not yet been 

published. It is stated by the Company 

that the accounting transactions for three 
lines which have been operated by the 

Railroad Administration since April, 

1918, are not yet available for incorpora- 


1915 


‘11% 
10 
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tion in the annual report. Neither have 
the relations between the Company and 
the Shipping Board been straightened out 
as yet. It is probable that the 1918 re- 
port will be issued in the near future, but 
giving figures which will represent only 
the actual settlements made between the 
Company and the Government in 1918— 
the final accounting adjustments being 
reflected in the 1919 or later reports. For 
this reason the 1918 report may appear 
disappointing to stockholders or others 
who do not carefully analyze the situa- 
tion. 

It is very difficult to estimate gross 
earnings for 1918-19 from the tendency 
shown in previous years. After the 
United States entered the war the Army 
and Navy Departments commandeered 
many of the larger vessels, and later the 
Shipping Board and the Railroad Ad- 
ministration took over nearly all the 
remaining vessels and facilities. New 


ships under construction were also taken 
by the Government and it is doubtful 
whether all of them will be returned to 
the Company. Considering the variety 
of arrangements for the use or operation 


of the vessels, it is hardly possible to 
compare traffic conditions in 1918 with 
previous years. The Company has stated, 
however, that most of its contracts are 
on a very profitable basis. 


Readjustment Difficulties 


During the readjustment period of 
1919 when the Company’s vessels are be- 
ing returned by the Government there 
will be many difficult problems to solve, 
because fixed rates and wages must be 
substituted for guaranteed net earnings. 

‘One of the Atlantic Gulf’s subsidiaries, 
the Clyde Line, was returned to its own- 
ers early in 1919, and soon discontinued 
three of its coastwise services because of 
high operating costs. This had a bad 
effect upon AGWI, sending it down to 
92. It was immediately pointed out, how- 
ever, that these services had been run at 
a loss for several years and that the boats 
were now chartered for foreign use at a 
profit. Whether all the lines can be 
turned to profitable business immediately 
upon their return by the Government is 
a matter for some speculation. 

Operating revenues increased from 


$20,000,000 in 1915 to $35,000,000 in 1916 
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and to $48,000,000 in 1917; we might 
therefore take $55,000,000 as a very con- 
servative estimate for 1918. The pre- 
war operating ratio averaged about 85%, 
compared with 76.9% in 1915 and 70.2% 
in 1916; but in 1917 operating costs and 
war taxes were reflected in a ratio of 
79.8%. 

It is almost certain that the 1918-19 
figures (if based on actual operations) 
will reveal a further large increase in the 
operating ratio. Assuming that the ratio 
should rise to about 90 in 1918 and 1919 
—which seems about the worst that can 
be expected—the Company would still 
have net income of $5,500,000 out of the 
estimated gross of $55,000,000 (com- 
pared with the 1915-17 average of 
$8,300,000) . 

The Company will doubtless have 
traffic enough to give employment to all 
its tonnage during the next two or three 
years. A number of its ships are oil- 
burners, insuring its ability to compete 
with this class of ships now being built 
by the Shipping Board. The recent de- 
crease of 66-2/3% in ocean rates will 
only affect Atlantic Gulf to the extent 
that it is forced to send its tonnage into 
the foreign service. 

With cash and marketable securities of 
$14,350,000 in December 1917, the Com- 
pany reported “other income” during the 
year of $2,138,000 (compared with pre- 
vious average of $425,000). The Com- 
pany is now said to have $40,000,000 in 
cash and securities and should therefore 
report “other income” for 1918 of at least 
$3,000,000. It seems safe, therefore, to 
place the total income for the years 1918 
and 1919 at a minimum of $8,500,000, 
which amount will pay rents, interest, and 
preferred dividends, with a balance of 
about $5,500,000 or about 37% on the 
common stock. There seems, therefore, 
to be ample margin and safety for the 
10% dividend in the future, however bad 
conditions may be during the readjust- 
ment period. 


Estimated Asset Value 
It is difficult to estimate the asset value 
of the common stock from balance sheet 
data. The value of equipment and ter- 
minals in 1917 was given as $28,070,000, 
but offsetting this were reserves for de- 
preciation and replacements of $9,640,000, 
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giving a net value of the property as 
$18,430,000. 

Estimates of the amount of tonnage 
vary from 225,000 to 295,000 tons ; book 
values would therefore be somewhere 
between $60 and $80 per ton. It has re- 
cently been pointed out that a few years 
ago steel ships could be built in England 
for $35 a ton. However that may be, 
costs will undoubtedly remain at a high 
level for several years, and the book value 
of Atlantic Gulf’s property could almost 
be doubled without undue inflation. In- 
cidentally, it was stated in February 1917 
that the Company declined an offer of 
$200 per ton for its vessels. 

The understatement of the equipment 
account is more than offset, however, by 
the large item of $41,700,000 for “good- 
will, franchises, etc.” This item probably 
originated as an offset to the preferred 
and common stock at the time of reor- 
ganization in 1908. No analysis of this 
item is given and it probably does not 
represent tangible value. The net work- 
ing capital—$18,300,000 in 1917 as com- 
pared with only $5,400,000 in 1916— 
probably amounts to $35,000,000 at the 
present time as the company is said to 
have more than that amount in cash and 
securities.. 

Disregarding the item “good-will” and 
taking the value of the property at $18,- 
430,000, we may add thereto other per- 
manent assets of $7,800,000 and the esti- 
mated net working capital of $35,000,- 
000. This gives an indicated asset value 
of about $150 for the common stock. 
On the basis of the stated profit and loss 
surplus for 1917 of $22,635,000, the re- 
sult would be almost the same. The 
present market value of 151 seems, 
therefore, to check fairly well with the 
balance sheet, although all estimates in- 
volve more or less guesswork. 


Its New Oil Investment 

What are Atlantic Gulf’s prospects 
during future years when the possible 
over-production of shipping may lead to 
intense competition for traffic? The 
Company has sought to solve this prob- 
lem in part by investing about $15,000,- 
000 in the Mexican oil business. 

A new Company known as the Atlantic 
Gulf Oil Corporation has been organized 
with a capitalization of $20,000,000, in 
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which the Atlantic Gulf and the Com- 
pania Petrolera de Tepetate S. A. have 
joint interests. Atlantic Gulf will have 
the controlling interest of about 55% of 
the new company’s stock and will also 
receive first mortgage bonds to equal the 
amount of its investment. (The Com- 
pania Petrolera de Tepetate S. A. is a 
Mexican concern organized in 1916, the 
stockholders being Addison H. Gibson, 
William H. Zahnizer, and Mordele L. 
Vincent, all of New York.) 

The property is located in the Tampico 
oil fields, about 35 miles from the coast, 
with an exclusive pipe line concession, 
and at the present time has two large 
wells flowing—the minimum production 
being 100,000 barrels and the capacity 
150,000 barrels of “20 Baume” oil per 
day. It is thought that the new Company 
will spend about $15,000,000 for new 
equipment, of which $10,000,000 will be 
for oil tankers. Subsidiary companies 
will probably be organized to operate the 
pipe lines, terminal, refinery, and ships, 
when constructed. Active operations will 
not begin before 1920. 

The decision of Atlantic Gulf to in- 
vest in Mexican oil was reached after 
two years’ examination of various prop- 
erties. The object of the Company is not 
only to employ its liquid assets but to ac- 
quire a fuel supply for its oil-burning 
boats and to provide a certain amount of 
traffic controlled through its own inter- 
ests. The strength of United Fruit Co. 
is largely due to the fact that it can regu- 
late its own traffic; and while Atlantic 
Gulf’s oil business will be handled by new 
boats, leaving the old tonnage with the 
same class of business as at present, the 
new traffic will have a stabilizing effect 
from the Company’s earnings. 


Investment Position 


If the Company’s interests continue to 
be handled in the same conservative man- 
ner as in the past three years, and the 
Company safely passes through the test 
of the readjustment period, its stocks will 
doubtless become, as they now bid fair to 
be, strong investment securities. The 
present price of about 151 adequately dis- 
counts a considerable degree of prosperity 
and the investor may perhaps have oppor- 
tunities to buy somewhat cheaper by ex- 
ercising a little patience. 





Prospects for the ‘‘Oil Rails” 
By E. B. MELVILLE 


“Oil on the Right of Way’”’ the Latest Oil-Boom 
Slogan—Texas & Pacific, Missouri, Kansas&’Texas— 


Their Outlooks 


enclature of Wall Street is what 

is known as the “oil rails.” At 
present there are but two full fledged 
memberships in this class of stocks—the 
erstwhile lowly Texas & Pacific and Mis- 
souri, Kansas & Texas. From a state of 
total neglect and with quotations more 
like those of the Curb than those of the 
Stock Exchange, these two issues have 
suddenly produced gyrations almost 
creditable to a war bride in its palmiest 
days. 

“Oil on the right of way” is the mystic 
phrase which has caught the fancy of a 
market in a most receptive mood towards 
rumors of a kind inducing speculative 
activity, and up the stocks have climbed. 

There is undoubtedly something in this 
move in the oil rails, but whether it is 
as much as quotations would seem to in- 
dicate is another question. At any rate, 
we can determine from what we know to 
be actual facts something of the situation 
of these companies, and how the dis- 
covery of oil in fair quantities would be 
apt to affect the investment value of their 
securities. 


‘se very newest thing in the nom- 


Texas & Pacific 


The Texas & Pacific Railway con- 
sists of 1,944 miles of road, over half of 
which consists of the main line from New 
Orleans to El Paso, the northern term- 
inus of the National Railways of Mexico 
being just across the Rio Grande at 
Juarez. West of Fort Worth the road 
runs directly through the oil fields cen- 
tering in the town of Ranger. The tre- 
mendous activity in this district has 
naturally very largely increased traffic 
and after the termination of the fixed 
rental under Government control, may be 
expected to materially improve the earn- 
ing power of the property. With big pro- 
ducing wells right along the right of way 
and near other lands owned by the rail- 
road, it has been a natural inference that 
oil existed on Texas & Pacific property. 

About a thousand acres of this land is 


said to be in thoroughly proven terri- 
tory, while an additional five thousand 
acres in Palo Pinto County has good 
possibilities. The right of the company 
to drill was placed before its attorneys 
and they decided that the company had 
this right on lands purchased and owned, 
constituting a considerable portion of the 
right of way in the North Central Texas 
oil district. According to latest infor- 
mation, arrangements have been made 
with several of the most important com- 
panies operating in the Ranger field to 
drill on Texas & Pacific property under 
agreements calling for an even division 
of earnings, and a test well is said to be 


already under way. 


The capitalization of Texas & Pacific 
consists of : 

$56,145,000 

38,763,810 


$94,908,810 
The Advance in the Stock 

Receivership occurred in October, 
1916, as a result of a strained cash posi- 
tion and inability to borrow, though 
earnings had regularly been adequate to 
meet interest charges of the $25,000,000 
First Mortgage 5s and the equipment 
notes. No interest has been paid on the 
$24,663,000 income 5s, though earnings 
have just about averaged the sums re- 
quired. With this situation, the posi- 
tion of the stock was for from 
reassuring and it sold down as low as 6% 
in 1916. Improving earnings had carried 
it up to 18% in November, 1918. The 
subsequent oil developments have given 
free rein to speculative activity and at 
this writing a quotation of 47% has been 
established. 

The appreciation of 29 points since 
November is equivalent to about $10,- 
200,000. It would require a very sizable 
oil development to justify this advance, 
it might appear, but when a concern 
strikes it right a very small acreage will 
suffice to start the millions rolling in. A 
permanent increase of say $3,000,000 of 
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traffic annually would, moreover, bring in 
sufficient income on the basis of the 1916 
operating ratio to account for this appre- 
ciation in the stock. 

It is apparently a fair inference that 
traffic will regularly range far above the 
pre-war level through the movement of 
oil, supplies for oil field development and 
for supporting the increased population. 
Passenger traffic as well shares in the 
advance. Gross revenues were but $17,- 
044,638 in the year ended June 30, 1915. 
In the calendar year 1917 they had risen 
to $22,714,007 and in 1918 to $27,294,- 
833, which latter, even with allowance 
for the higher rates, represents a gain in 
tonnage movement over 1917. During 
January and February of this year traffic 
has been well sustained. 

The Texas & Pacific has executed a 
rental contract with the Government un- 
der which its income will be about as 
follows: 


Standard return 
Other income 


Total income 
Fixed charges 


1,233,150 


$1,273,850 
Rate on stock 3.3% 

The rate for the stock under Govern- 
ment control is, of course, a reflection of 
average conditions throughout the test 
period, during almost all of which traffic 
was much smaller than at present. In 
the calendar year 1916, 5.77% was earned 
for the stock; in 1917, 7.75%, which 
would be ample, if sustained, to account 
for the current stock quotation. 

Prospect for Dividends 

It should not be inferred, however, 
that an earning power of say 6% or 8% 
for the stock would make even a small 
dividend an early probability. Prior 
thereto is the conditional charge of $1,- 
233,050 for interest on the income bonds 
which is still being withheld. It will 
be necessary, furthermore, to lift the 
receivership, which may not be quickly 
disposed of. The Missouri Pacific, as 
owner of all but $958,000 of the income 
bonds, will benefit by the inauguration of 
interest payments thereon to the extent 
of over $1,000,000 annually. 
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As of December 31, 1917, there was a 
net working capital of but $1,320,394 in 
excess of current liabilities of $6,863,453. 
The surplus in excess of fixed interest 
charges since accumulated has been re- 
quired for additions and betterments and 
a continuation of heavy traffic will re- 
quire further enlargements of facilities. 
Double tracking in the Ranger district 
has been reported as a possibility. The 
Director General has allotted new equip- 
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ment costing between $2,000,000 and 
$3,000,000 to the company, which amount 
is alone about equal to the probable mar- 
gin over charges in 1918. 


With no credit to enable the road to 
borrow, betterments must be paid for out 
of income. Existing equipment is very 
light. The tracks are generally laid with 
only seventy pound rail. Train loads 
have been smaller than those of the best 
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Southwestern roads, notwithstanding 
that the property is largely main line. 
There is abundant indications that Texas 
& Pacific requires large expenditures for 
capital account. In none of the past 
eight years has it been able to bring its 
transportation ratio below 37.6%, which 
is scarcely a satisfactory showing. Being 
but poorly equipped to handle normal 
traffic, it is obvious that the road might 
well spend millions to adequately care for 
an enlarged traffic. Texas & Pacific 
appears likely, therefore, to have plenty 
of earning power, but little free cash 
for the next few years, unless it should 
strike a veritable bonanza in oil. 

Even though oil revenues from its own 
property prove disappointing, traffic pros- 
pects are certainly materially bettered by 
the oil boom, and may be further im- 
proved should a change for the better 
occur in the affairs of Mexico. There 
used to be a quite extensive interchange 
of traffic with the Mexican lines, which 
may be resumed. Texas & Pacific should 
be able, therefore, to gradually work out 
of its receivership without alteration of 
its capitalization, and should establish 
permanent earning power for its stock. 
The process can hardly be expected to be 
rapid, however. 

It would not be surprising to see a 
sharp reaction in the stock when the 
speculative fever wanes and buyers begin 
to analyze the prospect for the immediate 
future. After any such reaction, the is- 
sue may be regarded as a very fair long 
pull speculation, with some chance of 
getting into a more secure position in a 
brief time. This is made possible by the 
fact that the amount of stock is not very 
large, and even at a quotation of 50 rep- 
resents less than $20,000,000. 


Missouri, Kansas & Texas 


Missouri, Kansas & Texas received 
somewhat later recognition than Texas 
& Pacific and did not begin to move to 
any extent until about April 20th. There 
have been rumors that the company 
would attempt oil development, but there 
is nothing very tangible about these re- 
ports. 

Katy has a great deal of mileage in 
oil country, however. Its line running 
northwest from Waco passes through 
Eastland and Shackelford Counties, ad- 
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joining Stephens County in which 
Ranger is located. The Wichita Falls 
and Northwestern, a subsidiary of the 
“Katy,” is the only line reaching Burk- 
burnett, or in fact within about fifteen 
miles of the town. In addition there are 
about a thousand miles of road in Okla- 
homa which have carried a great deal 
of oil and traffic incidentai thereto for 
some time past. 

The following tonnage figures indicate 
the growth of this business up to 1918: 

Crude Petroleum Oil 
172,470 
263,638 
335,262 

7 689,063 875,006 

In 1917 no less than 12.21% of the 
total tonnage carried was crude or refined 
petroleum—a very important item in 
Katy’s business. 

For some years prior to 1916 Katy’s 
gross revenues were stationary around 
$32,000,000. In 1916 they jumped to 
$36,733,682, in 1917 to $43,344,150 and 
in 1918 to $52,470,664. This represents 
a gain in dollars from 1915 to 1918 of 
60%, compared with an expansion of 
52% for Texas & Pacific. The latter 
has had relatively the greater gain since 
the first of the year, however, and is just 
getting into a situation approximating 
that which began for a part of the Katy 
system in 1916. 

The gain in traffic had little effect on 
quotations for the stocks until very re- 
cently. The preferred sold down as low 
as 7 in 1917 and 6% in 1918. It has 
jumped from a low of 10% in March to 
20% at this writing. The common 
reached its low at 3% in 1916 and has 
been within a point and a quarter of that 
figure in each of the last four years. Its 
present spurt to 11 is a relatively big 
jump, From the capitalization figures 
it will be seen that the appreciation 
amounts to roughly $6,000,000. 


Capitalization of M., K. & T. 
$156,794,000 
63,283,257 
$233,077,257 
Though there is no clear reason why 
the stocks should wait until this date to 
respond to an improvement in traffic of 


the magnitude shown except for the gen- 
eral quietude of the rails, the gain of 


Preferred stock, 4% non cum... 
Common stock 
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about $6,000,000 in market value does not 
appear to be an extravagant reflection of 
t. The quotations do appear utterly 
ridiculous, however, when compared with 
he market for the bonds. The amounts 
nd markets of the junior issues in order 
o priority of lien follow: 
$20,000,000 Second mortgage 4s 
17,251,000 General mortgage 4%4s.... 
19,000,000 Secured notes 
Characteristics of the Road 

The Katy is a rather rambling affair. 
‘rom its northern termini of St. Louis, 
fannibal, Missouri, Kansas City and 
‘unction City, Kansas, its lines come to- 
ether at Parsons, Kansas, the heart of 
he system. They then divide again, one 
line going to Oklahoma City while the 
ther runs to Denison, whence it separ- 
ites into a number of lines extending to 
Shreveport, Dallas, Fort Worth, Waco, 
\Vichita Falls, Austin, San Antonio, 
Houston and Galveston. 

The company gets into almost every 
important point in the State of Texas, 
but it is burdened with a large amount 
f branch lines carrying very thin traffic. 
Between a number of points it has to 
meet the competition of shorter routes. 
Much of the line is subject to washouts 
and is hard to maintain. The road has 
only fair physical standards and has 
suffered from inadequate maintenance. 

It is saddled, moreover, with a funded 
debt of over $37,000 per mile, which is 
probably about all the property is worth 
and certainly is beyond a conservative 
figure, as measured by earning power. 
Operating costs have been high and net 
earnings low. So much for the disabilities 
of the M., K. & T. 

Turning to the brighter aspects of the 
road’s affairs, we find that the receiver 
had put about $9,000,000 into capital ex- 
penditures up to the end of 1917, be- 
sides making up delayed maintenance to 
an amount which I estimate at about $7, 
000,000. The amount of equipmen/ 
owned is adequate to produce small 
equipment hire credits. When mainten- 
ance goes back to a normal basis and 
transportation costs are reduced by the 
better condition of the property, the 
operating ratio should be improved 
markedly. At the same time, traffic 
promises to be on a much larger scale 
than formerly, so that earning power 
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should be superior to the figures shown 
of late years. 
Return Inadequate 

The standard return is not considered 
by the management a fair measure of 
compensation and claim has been entered 
for over $5,000,000 additional rental. 
No agreement has been reached yet on 
this, one of the largest claims made by 
any road. If we may judge by the previ- 
ous attitude of the Railroad Administra- 
tion, which has been to reject all such 
petitions, regardless of their fairness, the 
Missouri, Kansas & Texas will be lucky 
if it receives $500,000 out of the total 
asked. 

The standard return would produce an 
income account about as follows: 


Standard return $6,618,706 
Other income 250,000 


Total income 
Fixed charges 


An error in the estimate might easily 
eliminate the slim balance indicated. It 
is thus quite manifest that the prospect 
for Katy’s stocks is materially different 
from that of Texas & Pacific. M., K. & 
T.’s fixed interest bearing debt is exces- 
sive and should be scaled down in re- 
organization. An assessment on the 
stock is a foregone conclusion, as large 
capital expenditures (the Kendrick re- 
port calls for $64,764,750 in eight years, 
the Coverdale and Colpitts report for 
$17,000,000 in two years) are required. 
Current liabilities are far in excess of 
current assets and some cash will be 
needed to provide an adequate working 
capital. 

Opportunities in Katy Bonds 

There are some excellent speculative 
opportunities in Katy securities, but they 
do not lie in the preferred around 20, nor 
in the common around 11, unless my con- 
clusions regarding the company’s status 
are very much in error. 

The junior bonds listed in a preceding 
paragraph are in an infinitely better po- 
sition. They have some tangible assets 
behind them. They, or the Securities 
which replace them, will become income 
producers long before the stock of the 
company as reorganized can hope for 
any return, it would seem. 





Trade Tendencies 
As Seen By Our Trade Observer 


The average investor has neither. the time nor the opportunity to follow 
developments in the various industries, although such developments at times 
are of vital importance in the consideration of the long range prospects for 
securities. This Department will summarize and comment upon the tenden- 
cies in the more important trades as expressed in the authoritative trade 
publications and by recognized leaders in the various industries. As the 
general tendency in a given trade is but one of many factors affecting the 
price of securities representing that industry the reader should not re- 
gard these Trade Tendencies alone as the basis for investment commit- 
ments, but merely as one of many factors to be considered before arriving 


at a conclusion.—Editor. 


Steel 


Delay in Settlement Causing Unrest 

A solution of the Railroad-Steel Controver- 
sy has not been reached yet and each day’s 
delay brings further unsettlement in the trade. 
Some of the smaller companies have been de- 
dating the advisability of breaking the dead- 
lock as far as they are concerned and actually 
offering steel at prices that suit themselves; 
this in order to keep themselves alive. Such 
action was suggested at a conference recently 
but fortunately it was decided to postpone this 
step for a little while at least. 

In the meantime, the large companies are 
quite emphatic in their announcement that 
there has been and will be no cut from the 
price level established on Ma h 2lst. How 
long prices will remain publicly at this level 
is a moot question and some of the smaller 
steel men claim that despite the efficient orga- 
nization by “mutual understanding” among the 
steel men, if a solution of the problem is not 
reached soon, the weakest link in the chain 
might give way. 

Price Cut Predicted 

Many steel men point out that there is 
plenty of business to be had just under the 
market but investors will not come in at pres- 
ent levels. Orders for construction work are 
known to be large, but practically no business 
is being closed now and it is hard to say at 
what levels buyers will be satisfied to enter 
into a long term investment. 

In the meantime steel men, large and small, 
are predicting a new cut in prices, although 
none of them will take the lead. Orders 
are being offered the mills at cut prices now 
but these have been refused so far. What 
the mills would do if these contracts were 
large enough is another matter. Not until 
the United States Steel Corporation or one of 
the large independents takes the lead in re- 
ducing prices, will the trade and those outside 
of it consider that an actual cut has been 
made. Most in the industry believe they should 
wait until the Industrial Board establishes 
its position or abandons its stand altogether. 


There are two strong arguments against a 
break in prices. The most important one being 
that according to past actions, if prices were 
allowed to seek a competitive level in an open 
market, there is no indication that orders 
would develop in volume. When an open 
market was declared in February, 1909, it 
took until May of that year before the last 
decline in prices was seen. In the meantime 
orders were at their minimum and it was not 
until June, four months later, when prices 
became actually stabilized and orders were re- 
ceived in paying, quantities. Probably the 
same situation would arise if an open market 
Was again resorted to. 

The other objection to lower prices is that 
manufacturing costs have not declined one 
iota from the level submitted to the Industrial 
Board on March 21st and steel men claim 
that at the present rate of operation, which is 
considerably below capacity, costs are very 
much higher. 


How Railroad Buying is Regarded 


Steel men point out that the Railroad Ad- 
ministration is the original “pound wise, penny 
foolish.” They. claim that, by refusing to 
accept the agreed-upon price schedule, the 
Administration will lose far more in the long 
run than they could have saved by obtaining 
materials at a little less to begin with. In 
support of this argument they point out that 
even through the month or so that the contro- 
versy has waged, with its resultant lack of 
business, the railroads have lost more money 
through decreased shipments than they could 
have made up by obtaining rails at lower 
prices. Not only is this true of the steel 
industry but also of business in general, since 
steel is the indicator by which industrial activ- 
ity is gauged. 

Artificial regulation of prices was not looked 
upon favorably by most of the trade to begin 
with and now it is generally heartily opposed. 
Some of the biggest figures in the industry 
are coming forward with the view that while 
this regulation may bring a temporary revival, 
the long run effects of it will be bad. 

In the meantime a new turn in the contro- 
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versy has developed. The Railroad Adminis- 
tration has annouced its willingness to dis- 
cuss prices with steel manufacturers, whereas 
before the controversy was waged directly 
between the Industrial Board and the Admin- 
istration, with the steel trade looking on. 
While there is some opposition in the trade to 
entering into these conferences, most of the 
largest operators would probably be willing 
to attend these conferences if they are asked, 
with the sole purpose of doing anything in 
their power to start a revival in industrial 
activity. 
* . 7 


Railroads 


Wage Situation Chief Topic 


A way out of the difficulties caused by in- 
creased wages is the chief topic of comment 
in railroad circles these days. On the surface 
the task seems utterly hopeless and solutions 
of the problem that have been offered so far 
are usually defective in one or more respects. 
With the increase in wages, amounting to 80% 
since 1913 and over 117% since 1910, and with 
railroad rates, both freight and passenger, 
increased to about as high as the traffic will 
bear, the only solution would seem to lie in 
reducing wages or at least keeping them sta- 
tionary. Instead, a further in rease was put 
into effect about a month ago and others are 
being contemplated. 


Some further interesting figures are now 
coming to light on the wage increase situation. 
It was pointed out in the last issue that rail- 
road operating expenses in the last three years 
increased $1,750,000,000 against an aggregate 
increase in rates of about $1,100,000,00; it was 
further pointed out that to the $350,000,000 
increase in wages by the railroad companies 
themselves in 1916 and 1917, the Government 
added $910,000,000, making a total wage in- 
crease in three years of $1,260,000,000. Ac- 
cording to a Railroad Administration Report, 
wages rose from $153,029,000 in the last month 
of private operation (December, 1917) to 
$230,000,000 in January, 1919. 

With operating expenses so far in excess 
of earnings and the consequent losses that the 
Government will have to stand over its “guar- 
antee,” it is no wonder that the situation 
looks so utterly hopeless. Because of the ex- 
cessive cost of operation, the railroads are not 
in a position to make the proper improvements 
on their lines, nor to keep their equipment in 
good shape by repair or new purchases. So, 
in addition to the alarming earnings situation, 
the railroads are daily going into a further 
state of disrepair, and unless relief is afforded 
in this particular direction, the damage may 
become irremediable. 


Suggested Ways Out 


As was pointed out in this column before, 
there are three suggestions of ways out of the 
difficulty: an increase in freight and passenger 
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rates, an increase in the volume of business 
handled or operating efficiency to be greatly 
improved. The most popular of these solu- 
tions so far is an increase in rates, but good 
railroad men claim that an increase in rates 
is not a sure solution for the problem, 
since freight and passenger rates are at their 
peak now and a further increase would 
only mean a corresponding loss in business, 
which, in the long run, would net the treasuries 
of the railroads less than they are receiving 
now. Anyhow, the Director General has 
hinted that he is opposed to taking such a step. 

It is becoming more and more apparent that 
the only way a readjustment of the railroad 
situation will be brought about will be by 
turning the roads back to private ownership 
with the proper constructive legislation and 
allowing individual ingenuity and competitive 
effort to raise them out of their present mess. 
If the industrial activity that is expected to 
develop by next Fall or the Spring of the 1920 
year is to help the railroads, rather than put- 
ting them further behind, the sooner this legis- 
lation is enacted, the better. Nothing can be 
done until Congress meets again and it is con- 
fidently expected that the new Congress is 
already working unofficially on some phases of 
the problem and will be in a position to act 
speedily. 

In the meantime several plans on the form 
in which the roads should be handed back 
have been suggested, some of them with merit. 
The sectional plan, that is, combining the 
roads of the country into great systems ac- 
cording to their location, has received the 
most favorable attention so far but railroad 
men are by no means unanimous in indorsing 
it. Most of these “side lights” on the rail- 
road situation lead to nothing eventually, so 
it is a good plan for those interested in the 
railroad situation to stick to the main trend 
of thought in order to keep as well informed 
as possible as to the probable outcome. 


*> * 


Copper 
Activities Practically Halted 


Although a few sales are reported here and 
there, the copper market has lapsed into a 


period of extreme dullness. The larger inter- 
ests are holding, quite uniformly, to the price 
level of around 1534 cents to 15% cents, now 
quoted over a month or so, while some of the 
smaller ones are getting what business there 
is by shading the quotation to between 15% 
cents to 15% cents. However, the situation 
daily becomes more serious and the trade be- 
lieve that steps should be taken to correct it 
either by cutting down production altogether 
or breaking the deadlock as to prices. If one 
or the other is not done soon or some plan 
evolved for the revival of business, many of 
the smaller companies and some of the large 
ones may be so financially embarrased that 
it will take them a long time to recover. 
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Copper Surplus Not Diminishing 


Despite the rather prevalent idea in some 
quarters that the large copper surplus that 
was extant at the beginning of the year has 
been somewhat depleted, owing to curtailment 
of production, actual figures give no indica- 
tion of it. Conservative estimates of the 
amount of copper on hand in this country 
places it at 1,300,000,000 pounds and, since 
the French and English Governments are 
quoted as having between 400,000,000 and 
600,000,000 pounds on hand, the total surplus 
in the more important countries amounts to 
between 1,700,000,000 and 1,900,000,000 pounds. 
It is evident, therefore, that instead of the 
supply being depleted it has been augmented. 

Undoubtedly the companies are hard hit 
under present conditions. Some of them, of 
course, have been obliged to shut down alto- 
gether, but those who are continuing produc- 
tion are not producing at a greater rate than 
about 50% of capacity and under these condi- 
tions there is no profit to be made, owing to 
the increased cost of producing at half time. 
Those companies with their own selling organ- 
izations are in an undesirable position, as it 
is quite expensive to carry the metal. 

In short, the situation is far from encour- 
aging in all branches of the trade. It is quite 
generally recognized that something must be 
done to create a greater demand or at least 
cut out the losses that the companies are now 
suffering. 


Which Shall Be Done? 


There seem to be only two solutions of the 
problem: One is to raise the price of the 
metal and the other to curtail production 
further. 

The first is out of the question, of course, 
owing to the fact that buyers won’t even come 
in at the present levels and much less business 
will be done if the prices are increased. 

The second solution seems the only one that 
would work out favorably. An actual shut- 
down of all operations for a month or two 
might work out to advantage in the long run, 
since the overhanging surplus would be given 
a chance to be assimilated. It is up to the 
trade as to who will be courageous enough to 
take the first step. It is a serious one, it is 
true, as curtailing operations altogether means 
large losses and much difficulty as to labor, 
etc., when they are resumed. 

Practically no business at all is being ob- 
tained from export channels, as is evidenced 
by the nominal quotation for the metal at 23 
cents per pound. Of course, no business is 
expected at this level, but the trade takes the 
view that it is useless to quote lower offerings 
since there is practically no demand from over- 
seas. Not until the surplus stocks of our 
foreign neighbors have sufficiently depleted— 
and this is contingent upon an industrial re- 
vival there—can we hope to obtain export 
business. 

There may be one more way out of the try- 
ing situation and that is a stabilization of 


prices by the Industrial Board. Since the 
work of this Government agency became 
disrupted on account of the steel controversy 
with the railroads, the little hope that was 
placed in its activities toward the copper 
trade diminished perceptibly. However, there 
is still a chance that the original scheme of 
general price stabilization will be carried out, 
and if so, it may take up the copper end. 


- = = 
Oil 
Great Prosperity Forecast by Wild Specu- 
lation 
Oil possibilities and oil activities still 
occupy the foremost place in the big busi- 
ness revival that is just dawning. There 


seems to be no limit to the enthusiasm 
for oil shares and each day brings in re- 








A BACKYARD OIL WELL 


ports of large fortunes made in the various 
fields. There can be no more definite an 
indicator of trade conditions than the action 
of securities representing a given trade in 
the securities market, but, although the 
trade is quite optimistic and looks for 
profitable business conditions for many 
years to come, quite a number of ex- 
perienced oil men are beginning +o think 
that the security markets are overdoing it. 
While the future is undoubtedly bright, 
very good authorities are now sounding 
notes of warning against over-extended 
speculation. 

While trade conditions are related to se- 
curity market conditions, insofar as the 
stock market forecasts a trade situation 
about six months in advance, it is not at 
all unusual for a stock market pendulum 
to swing too far in one direction. 
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Watch Your Oil Participations Carefully 


While it is not strictly in line with the 
purpose of this column—that of recording 
the trade tendencies, it is fitting, I believe, 
to sound a note of warning on oil specula- 
tion since it is obvious that this warning 
is needed. It is true, as we have pointed 
out many times, that oil has a great future. 
It is also true that this industry is not 
hampered as much as others in tiding over 
the readjustment period and getting into its 
peace-time stride. It is further true that of 
ali the prosperous industries in the future, 
oil will stand as prominently if not more 
prominently than the others, but in order 
to derive the most benefit from this situa- 
tion with the minimum risk in case of over- 
inflation, the prospective investor should 
choose his “horse” carefully, with an eye 
to minimizing his loss under adverse con- 
ditions. 


Speculative epidemics sweep over the 
country periodically; first, in mining, then 
in the automobile industry; then in oil and 
probably will continue to “sweep” as long as 
new situations arise in the course of world 
developments. But every epidemic leaves 
behind its untold millions in lost money, 
funds that were placed in “wildcat” com- 
panies, whose chief prospects lay in its 
promoters’ optimistic announcements. 


It must be borne in mind that the oil 
business is particularly risky, quite expen- 
sive and requires accurate and experienced 
knowledge. Many of the companies now 
formed, whose stock is being sold promiscu- 
ously throughout the country, have a very 
slim prospect, if any, of obtaining oil in 
paying quantities and furthermore, their 
financial structure is such that any benefits 
which might accrue would probably go to 
the unscrupulous so-called “insiders.” It is 
well to remember, in a given field, that the 
cream of the properties are usually taken 
long before the late comers get upon the 
ground and the acreage that is sold was 
usually bought at inflated prices, so that 
the chances of getting in on the “ground 
floor” are very slim. Furthermore, it takes 
a quite extensive knowledge of geology and 
oil conditions to make favorable locations 
and as the drilling of a hole costs between 
$40,000 and $60,000, only the most fortified 
companies can afford to bring in a loser. In 
addition, a company may hold acreage with 
favorable structure and even then the 
chances are about even of not bringing in 
anything. Just because a company’s acreage 
is near a proven field is certainly not an in- 
dicator that oil will surely be brought in. 


In short, entries into the oil field should 
be scrutinized carefully. Trade conditions 
are excellent and the well fortified com- 
panies are sure to be prosperous but our 
readers do not want to be among the vast 
army of over-optimistic investors who are 


to be left when the enthusiasm dies down. - 


ee 
Grain 
The Many-Sided Wheat Situatien 

There are so many angles to the wheat 
situation at present that it would take many 
pages, rather than a column or two, to 
cover it thoroughly. The Grain Corpora- 
tion has special plans for the 1919 crop; 
a peculiar situation has arisen, owing to 
the practical cornering of the market by 
the Grain Corporation’s buying; there are 
many sides to the question as to how food 
prices will be affected under the Wheat 
Guarantee Bill; price fixing and its effect on 
the political situation is under much discus- 
sion and various estimates are being made 
as to what the farmers will make on the 
“guarantee” after paying costs. 

A series of conferences are being held 
almost daily by executives of the grain cor- 
porations and the future program is being 
carefully mapped out. It is pointed out 
that the Spring wheat season is two weeks 
later than normal as a result of unfavor- 
able weather conditions and the Spring 
wheat acreage should be reduced. There- 
tore, a smaller exportable surplus will be 
on hand. The Grain Corporation is quite 
confident that the Treasury will not be called 
upon to make up very much of a deficit, if 
any, as it is expected that the foreign de- 
mand will be great enough to insure the 
maintenance of at least the guaranteed price. 
here are a lot of factors that enter into 
this situation and while many wheat men 
are not quite as optimistic as the corpora- 
tion officials, many of them have revised 
their estimates and claimed that wheat will 
bring $2.00 or over instead of $1.25 as was 
thought at first. 

Just now a peculiar situation has arisen 
in wheat. Practically the entire supply is 
controlled by the Grain Corporation, which, 
after buying over 500,000 barrels of flour 
from the mills, gave out the statement that 
it had no more wheat to sell. Millers, 
therefore, have been obliged to bid for 
wheat and prices have advanced to $2.77 
for No. 1 Northern, or 51 cents over the 
guaranteed price. A practical corner in 
wheat brought about by the Grain Corpora- 
tion buying, rather than by short selling, 
as in the past, has arisen. 

On the surface it would not seem that 
such a situation could arise. Last year’s 
crop amounted to over 900,000,000 bushels 
and was the second largest on record. With 
consumption about normal there was left 
about 28,000,000 bushels from the previous 
vear, making a total of around 928,000,000 
bushels. After making the proper allow- 
ances for home consumption and for seed, 
it can be figured that 328,000,000 bushels 
were left. The mystery lies in the fact that 
just now there is an actual shortage, as 
proven by the high prices paid and the 
scarcity of the product. Something mav 
“break loose” somewhere but it is not expected, 
if the Grain Corporation holds this wheat. 
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Effect of Control on Food Prices 


Although the Industrial Board has been 
thrown very much out of gear, owing to 
the very much muddled steel situation, it 
is expected that this body will function 
in other directions, as previously planned. 
It is still a question of what prices will be 
set down as fair for food, as this is en- 
tirely up to the Industrial Board. Until a 
basic price program is announced it is diffi- 
cult to gauge probable food prices, which, 
in turn, will govern to a large extent the 
price of wheat. The price of wheat during 
1919 to the consumer will also depend in a 
large measure, on the method to be adopted by 
The Grain Corporation in disposing of the 
country’s large surplus and will also hinge 
upon the level of food prices considered 
fair by the Industrial Board. 

The farmer is, of course, interested in de- 
termining how he will come out on his 
crops this year. Some of them point out 
that thei- cost of living is abnormally high 
and their labor and materials cost is as 
high as it ever has been, and is likely to 
continue that way throughout the current 
year, so that a very small margin of profit 
will be revived even at the guaranteed 
price. The best authorities, however, agree 
that the farmer is quite too pessimistic 
over the situation and that a larger profit 
will accrue this year than ever before. 
They point out that despite his high cost 
he is getting a guaranteed price at a 
high level and in addition, every acre 
of his ground will be planted. Thus, with 
a larger turnover his profits should increase 
correspondingly. 

There is much more that could be said 
about the wheat situation at present but 
space will not permit it. The political 
phase is important and a discussion of 
this angle will be taken up in the next issue. 


x * * 


Shipping 
Hurley Sees No Difficulty—Others Not So 
Sure 


_ Chairman Hurley of the Shipping Board 
is optimistic over America’s shipping fu- 
ture. He pointed out in a_ recent speech 
that there are no insuperable obstacles to 
America’s success in the maritime field 
and claims that-the chief obstacle, in the 
shape of the high cost of manning the 
vessels, is more a fear than a fact. That 
there are many obstacles, it is admitted; 
Mr. Hurley goes so far as to agree that 
there are obstacles but claims that they can 
be overcome. A few of the prominent 
shipping men, however, are not quite so 
optimistic, holding the view that we may be 
in a position theoretically to compete with 
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foreign nations but in practice it is quite 
a different story. , 

On one thing the whole trade, including 
the Government end of it, agrees and that is 
that if we are to geta place atallin the ship- 
ping field, prices of ship building must be 
brought back to normal as soon as possible. 
Recently, the Shipping Board cancelled con- 
tracts for about 2,000,000 tons of steel ships, 
stating that the prices paid in old es- 
tablished yards of some $195 to $225 per 
ton and in new yards, as high as $300 a 
ton for cargo ships and oil tankers is too 
much. The trade quite agrees with the 
Shipping Board that such are strictly war 
prices and ships costing these amounts 
could not be profitably operated under nor- 
mal conditions. To date, total cancellations 
since the armistice was signed amount to 
4,000,000 tons. 


Hurley’s Views on the Subject 


In support of his argument that the 
American merchant marine can and will 
compete successfully against foreign na- 
tions, Mr. Hurley points out that ships can 
be built now at a price of $150 a ton and it is 
quite likely that plenty of contracts could 
be let at very near $140 per ton. Thus, 
in the matter of building ships, we can act- 
ually construct them cheaper than foreign 
countries as no contracts have been let 
for less than $150 a ton in England or 
elsewhere in Europe. On the other hand 
shipping men point out that this is not a 
proper basis for argument in that foreign 
ship builders charge higher prices tem- 
porarily owing to labor conditions but it 
is only a matter of time before they un- 
derquote our yards. 

The other chief objection is that Ameri- 
can ships cost so much to operate that 
this handicap will prevent American ships 
from successfully competing with those un- 
der foreign registry. Mr. Hurley says that 
Great Britain is paying her seamen $72 
per month (which includes a war bonus 
of 20%) and he claims that a British sea- 
man will never relinquish this additional 
sum. He states further that the French 
and Dutch are also paying high wages to 
their seamen. Nevertheless, British sea- 
men’s wages, with their 20% bonus, are 
not as high as the rate paid our seamen; 
viz. $75 a month. The argument is not 
quite convincing but some allowance should 
be made for the prabable preference af- 
forded our merchant marine by American 
industry. 

Mr. Hurley’s department is working dili- 
gently to gather data to submit to Congress 
for determination of the future ship build- 
ing program. The trade awaits with much 
interest the publication of the detail re- 
port, which will no doubt contain facts 
and figures of the Emergency Fleet Cor- 
poration’s operations and a recommendation 
as to the future policy. 
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Railway Equipment 
New Difficulties Over Allocation 


Just when it was thought that daylight 
was ahead for the equipment companies, 
that past difficulties were smoothed over 
satisfactorily and that a sound basis was 
afforded for a business revival, it is found 
that the equipment companies are in a dis- 
couraging muddle over the allocation of 
about $200,000,000 worth of equipment. Dur- 
ing 1918 and 1919 the Railroad Administra- 
tion placed orders for locomotives and other 
equipment at high prices and now the rail- 
roads refuse to accept these products, claim- 
ing that the prices paid were excessive and 
there is no reason why they should be 
forced to pay what is termed as “war costs.” 


There is about $200,000,000 worth of 
equipment that has been ordered by the 
Administration which has not been accepted 
by the roads and so far it is a question of 
who will carry this material. About’ two 
weeks ago the Director General authorized 
the issuance of certificates of indebtedness, 
similar to those given to the railroads, to 
tide them over until Congress makes the 
proper appropriation, but this is not work- 
ing out as satisfactorily as it was hoped for 
in the beginning. In the meantime the 
equipment companies are decidedly “up 
against it” as they have all of this huge 
amount tied up in finished products, and 
in many cases are at a loss as to which 
way to turn for funds. That the situation 
is serious can not be denied, since, without 
money or the necessary credit, equipment 
companies cannot hope to go ahead on new 
business and in the meantime their running 
expenses are making large holes in their 
bank accounts. 


Suggested Plans for Financing 


There is every indication that the Rail- 
road Administration is trying its best to 
arrive at a solution of the knotty problem. 
The Director General wants to help out 
the equipment companies and conferences 
are being held with the railway executives 
and bankers. One of the most logical plans 
for solving the problem and one that is 
favored by railway executives and bankers 
alike, is that the Railroad Administration 
shou‘d write off a good part of the high 
price paid for locomotives, cars, etc. and put 
this sum down as part of the cost of the 
war; that is, determine by agreement the 
price under normal conditions at which 
this equipment should have been sold and 
deduct the difference between that and the 
price actually paid. This was done in the case 
of standardized ships by the United States 
Shipping Board. 


The plan provides further that a national 
equipment trust be created for holding the 
equipment in reserve to be used in replace- 
ments. Railroad men believe that more 
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than 70% of the equipment so held would 
be absorbed within a year or so. : 

The trade ardently hopes for a quick 
solution of this problem since it is one 
of the large things in the way of a trade 
revival. Business is dull in the equipment 
line, it is true, but the trade is looking fur- 
ther ahead than the next month or so and 
believes that by the Fall, if the Govern- 
mental annoyances are out of the way, real 
business will be experienced. 


*-_ * * 


Building 
Market Still Comparatively Inactive 


If we use as a basis of comparison the 
activity in the building trade now and the 
corresponding period in 1918, we might 
come to an unwarranted conclusion that 
an actual building revival has set in. Com- 
pared with operations in 1918, the first few 
months of this year show an increase of 
over 50%. This is not the true standard 
by which activity in the building trade 
should be gauged, however. Building opera- 
tions this time last year were hampered 
for the well known and obvious reason that 
such peace time work should be secondary 
to our immense war activities. Construc- 
tion of buildings, dwellings etc. was not 
looked upon favorably by the government 
during the war, especially if it tended to 
interfere with the manufacture and for- 
warding of supplies to the American Ex- 
peditionary Forces and in addition, it was 
extremely difficult to get labor and even 
materials. 

With the Government work entirely out 
of the way, it is only natural to expect a 
larger volume of business, but the increased 
building that has been recorded so far has 
not been up to expectations. Needless to 
say there are all sorts of obstacles that must 
be cleared from the path before construction, 
work will be entered into on a large scale. 
It is not fair, of course. to compare building 
operations in these times with those before 
the war but an accurate line on conditions 
can be had by making the proper allowances 
for the amount of labor available now and 
then, the availability of material, etc. When 
these allowances have been made it does not 
take much figuring to see that building act- 
ivity is about 60 to 70% under normal 
right now. 


Housing Situation Acute 


Needless to say, the housing situation in var> 
ious parts of the country has become a serious 
problem. Despite the demand for dwellings 
and business space, and the assurance that 
new accommodations would be quickly filled 
at a profitable return, builders are still 
hesitating. The real deterrent in the situation 
is the fact that builders are looking for two 
or three years ahead and realize that an 
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investment made now will depreciate in 
value two or three years hence, owing to the 
fact that materials, labor and so forth will 
be cheaper. They are unwilling to take 
the chance therefore, despite the alluring 
prospects of a high return immediately. The 
labor and material situation is not the only 
thorn in the side of building operations, 
however. Despite the fact that money 
seems abundant, builders are having a dif- 
ficult time in negotiating building loans, 
especially of the temporary nature usually 
used. Of course the same reason that 
money is not forthcoming as easily as it 
should can be attributed to the same reasons 
that investors put forward for not going 
ahead on a large scale. This is simply that 
depreciation is such a large item. 

According to building statistics, therefore, 
we find a slight improvement in building 
operations over 1918 but a much lower per- 
centage of work being done than in any 
year since 1908. When this situation will 
be corrected is hard to predict but much 
activity is not expected, at least until the 
steel situation is restored to something like 
normal and buyers are able to look into 
the future with more confidence. 


* *¢ & 


Coal 


Situation Improves Slightly 


While the coal market is still being 
greatly retarded owing to the indecision 
over the outcome of the controversy with 
the Railroads a_ slightly more optimistic 
tone is apparent in coal circles. Of course, 
the trade is violent in its condemnation of 
the Railroad Administration’s stand and 
points out that just as everything was ripe 
for a revival of business, the Director Gen- 
eral’s stand put the situation further in the 
rear than it was immediately after the armis- 
tice was signed. ; 

A cool adi in the middle West brought in 
a number of rush orders and reduced stocks 
in that territory considerably. 

The trade is quite suspicious over recent 
requests of several of the Railroad com- 
panies for bids for railroad fuel. Some 
contend that this is simply a scheme to 
get a line on prices and that these prices 
will be used as a basis for bargaining. There 
is plenty of ground for this belief but no 
one can say that this is the real motive 
behind the request for bids. 

In the meantime, there is very little act- 
ivity. When I say that a slight improve- 
ment is noted I mean that some recovery 
is apparent after the initial cold water 
douche in the form of the mix-up with 
the Railroad Administration. Prices are gen- 
erally unsettled and show wide variances in 
different districts, and as the producer is not 
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able to figure future costs with any degree of 
certainty, the immediate course of prices is 
indeterminable. 

So great is the indignation of the coal 
men over what they term the unfair treat- 
ment at the hands of the railroads that the 
result may be far-reaching in its effect on 
the future of the trade. Coal men have 
been brought together and are determined 
that the railroads will pay a fair price. They 
all vow and declare that there will be no 
further decrease in price of coal and that 
an advance is not unlikely in view of the 
high costs and labor situation. Competent 
observers claim that if the coal men will 
stick together on this stand they will force 
the railroads to pay not only a standard 
price, but perhaps a considerable premium. 


Labor Troubles Loom Large 


The bugaboo of coming labor troubles 
is constantly looming before the trade and 
is quite generally feared. Coal miners are 
demanding a 25% increase in wages, a six- 
hour day and five days a week, and the 
trade is beginning to realize that the public 
should be advised how extortionate these 
demands are and what they will mean to 
them. It is believed that the public will 
realize that this will necessitate a further 
increase in prices of coal of at least 50c. a 
ton and if this increase cannot be made a 
great number of mines would have to shut 
down. 

Recently the miners through the United 
Mine Workers of America and other 
smaller unions made a protest to the Rail- 
road Administration claiming that in many 
districts miners are confronted with star- 
vation because of the failure of the rail- 
roads to give distribution of their fuel 
orders. 


Oil vs. Coal 


Looking further ahead, we note that the 
coal trade is very much alarmed over oil 
usurping its position. Of course, coal men 
are emphatic in their statement that oil 
will never take the place of coal entirely 
nor even to a degree that will hurt the coal 
trade, but it seems to be more a case of 
“whistling to keep one’s courage up” than 
of actual conviction. In a number of recent 
articles it is pointed out that a 
mistake is being made (from the 
coal man’s point of view) to substitute oil 
for coal, the main argument being that there 
is no assurance that the oil supply will be 
sufficient to take care of increased oil needs. 

There is undoubtedly a great deal of 
truth in the coal trade’s side of the argu- 
ment, but an impartial observer cannot fail 
to recognize that oil is rapidly displacing 
coal for increasing uses year by year, and 
the eventual result will be a serious dent in 
the total volume of business done by coal 
companies. 





Pi 
t 
Bs 
a 
é 


TRADE TENDENCIES 147 


Tobacco 
Has Bottom Been Reached? 


Peculiar is the only term that character- 
izes correctly the situation in the tobacco 
industry today. Plenty of activity marks 
the retail trade, but wholesalers complain 
that their business is not up to expectations 
and large buyers seem to be in no hurry to 
make commitments for future delivery. 
Nevertheless there are plenty of indications 
the long looked for rock-bottom has been 
reached and that a definite turn is now un- 
der way. The trade is at no time worried 
over the eventual future, and by that is 
meant when the indefinable normal period 
has been reached. 

It is true that farmers are making very 
few sales to manufacturers, but it ts only 
a matter of time before the seeming dead- 
lock is broken and that miscellaneous hand 
to mouth buying will turn into sound ac- 
tivity owing to the fact that stocks are be- 
coming low. In the last few months cigar 
manufacturers were in the throes of pes- 
simism, and some become convinced that 
unless a lower price level was established 
immediately activity would never be re- 


vived. However, a larger demand is noted 
in the last month or so and cigar manufac- 
turers and in turn leaf dealers are again 
taking heart. ws 


Market Quiet and Firm 

Generally speaking, the tobacco industry 
has not had a hard go of it through the 
readjustment, and while nervousness has 
been displayed from time to time and the 
market become very inactive, it is inher- 
ently strong. There are many reasons for 
the market dullness that set in soon after 
the armistice was signed and continued up 
to now, the most important being that the 
producer has uniformly held out for the 
high 1918 prices for his crop, and the manu- 
facturer contended, on the other hand, that 
the trade was not in the mood to pay top 
prices, with the result that a deadlock was 
created as a break in prices was expected. 

Just now the only buying is for hand-to- 
mouth requirements, but competent con- 
servers in the industry claim that the po- 
sition is sound and the tendency is upward. 
The next two or three months should 
develop the activity so confidently looked 
forward to and better business ahead is the 
keynote. 


An Untilled Field Awaits American Finance 


date hundred millions of dollars is the estimated savings of immigrants in 
America since the war broke out in Europe and checked the steady outflow of 


their earnings to the old world. 


Before the war, it was stated, about four hundred million dollars went abroad 
annually from these workers, some of it to support needy relatives, but a large part, 
by far the greater part probably, is placed in European banks until the total will 
yield an income for the owner sufficient for his comfort according to the standards of 


his homeland. 


When the immigrant finally follows his savings, America sustains a double loss, 
for the willing, industrious worker is an asset, just as the accumulation of his savings 


is an asset. 


Why does America lose both men and money at such a rate? 
It is not yet too late to secure this business for America but it must be handled 
with tact and skill. The following suggestions can be adopted in whole or in part 


to meet local conditions. 


Establish staff of foreign language speaking clerks and tellers. 


Drill them and 


entire staff in habits of courtesy to foreign born. 

Arrange banking hours to meet needs of workers, and establish branches in 
foreign quarters or near factories if necessary. Have agents call at the factories on 
pay day to receive deposits and open accounts. 


Advise foreign born on sound investments such as American securities, insurance, 


real estate, and especially homes. 


Lend every help to the immigrant in buying a 


home. The home-owner is the most substantial element in the community, the reliable 
worker in industry, the least susceptible to the preachers of sedition and disorder, the 
most consistent saver. The accounts of such people may be small, but they are not 
insignificant, for the stability of industry rests upon them. Banks could well afford to 
carry such small accounts at a loss for that reason, and should regard assistance to the 
home-buyer as a good investment, even though there is no immediate return. 

Laws regarding holding and transfer of real estate, payments of taxes, assessments 
liens, etc., should be clearly explained to foreign born and the bank should be interested 
to prevent the loss of a home or unjust legal charges against property. 

Give full publicity of the above methods among foreign born. 


A. J. HEMPHILL. 
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[Subscribers are invited to contribute to the Readers’ Round Table Department. 


From 


our readers we receive many valuable suggestions and interesting ideas, and have inaugurated 
this feature in order,that they may present their problems and their thoughts to their fellow- 
readers. We believe that this interchange of ideas will prove to the advantage of all. Send 


in your manuscript addressed to Editor, Readers’ Round Table. 


unless permission is given.—Editor.] 


No names will be used 





Editor, THe MaGazine or Watt STREET: 

The article in the February 15th issue of 
your MaGAzINnE og Watt Street, on the valu- 
ation of industrial stocks, in my opinion, is the 
best article which has appeared in any publi- 
cation for a long time, along improved lines of 
rating stocks. Methods of analyzing and dia- 
graming and rating by letters, index numbers, 
percentages, etc., have been used in various 
ways, but this appeared to be one of the most 
practical systems applied to securities that has 
been presented. It will pay most of your read- 
ers to study this article carefully and make up 
their own tabulations along these and other 
lines. Surely a system of carefully tabulating 
the various factors involved with their proper 
weights is far ahead of the ordinary practice 
of sizing up these conditions mentally or by 
guessing. 

It would seem advisable to add more divi- 
sions to the table. That tabulation will show 
up the relative values fairly well, but in making 
commitments the relative price and whether it 
has over or under discounted present and fu- 
ture conditions is also a most important factor. 
Sometimes a low rated stock at twenty may be 
a better buy than a high rated stock at two 
hundred. The approximate price of the se- 
curity should always be stated. If the price 
and yield, at the time of consideration, is stated 
and a rating given as to yield, it will show the 
speculative value and if a rating division of 
safety is added it would show the investment 
value. An additional rating column as to finan- 
cial condition would also be profitable. The 
more factors separately rated, the better. 


I am a “specvestor” who tries to use his 
surplus funds and his head to increase his in- 
come. I began in the stock market over 20 
years ago with 10 shares of Atchison at around 
30 and by judicious management have gradu- 
ally increased my principal and income. My 
system may be of interest to some of your 
readers. I try to buy good securities (listed 
only) on a twenty to fifty per cent margin only 
near the bottom of the major swings and close 
out toward the end of the major upswings, or 
follow up with stop orders, but I do not use 
stops much on purchases as no one can tell the 
bottom and a person is liable to be closed out 
on stops before the major upswing. My se- 
curities are so well diversified that stops are 
not necessary. But I use stop loss orders on 
high-priced doubtful stocks. I follow my se- 
curities carefully and close out or switch, when 
deemed advisable. Some time ago I closed out 
my Pan-American Petroleum preferred with 
30 points profit and bought Maxwell Motors 
First~Preferred, Gaston, Williams and Wig- 
more and Philadelphia Company. Pan-Ameri- 
can preferred has a chance of going to 200 but 


it may go back to 100 and the other three 
stocks looked better to me. 

I do not agree that it is better to always pay 
cash and lock up your securities. If one has 
an open account with a good reliable broker 
he is more apt to follow up conditions and get 
out to better advantage and he can carry more 
stock, with greater profits. I am carrying the 
following securities, Un. Pac. at 120, So. Pac. . 
at 85, No. Pac. pfd. at 53, Atch. at 92, Chi. R. 
I. 6 % pfd. at 52, Wabash pfd. A. at 39, Ches. 
& O. at 55, Seab A Ladj. 5s at 52, Frisco P. L. 
4s at 62, Frisco adj. 6s at 66, Erie com. 4s B. 
at 52, Hud. & Man. Ist 5s at 58, Hud. & Man. 
inc. 5s at 16, Beth Steel 8% pfd. at 98, Allis 
Ch. pfd. at 82, Nat. En. & Stmp. at 38, Max. 
Mot. Ist pfd. at 51, Willys Over. com. at 17, 
Willys Over. pfd. at 73, Pierce-Arrow at 38, 
Gaston W. W. at 28, Am. Tel. & Tel. at 92, 
Phil. Co. at 27, Mont. Power at 67, Am. Smelt. 
at 79, Anac. Cop. at 60, Ray Cons. Cop. at 20, 
mostly through your information and advice 
and I desire to thank you zgain for the very 
valuable information and advice given me. 

This may be too much diversification, but 
the high yield and chances for profit on the 
majority should far exceed any loss on the 


minority and it makes one study all conditions 
more closely. 

When I read over any financial literature I 
mark any new or important paragraph or sen- 
tence with a small or large pencil check, using 
a double check mark for securities I am espe- 


cially interested in. This system of marking 
shows the relative importance. I cut out and 
file all items of the same character or security 
in thesame folderorenvelope alphabetically. 
At times I go over these, using red and blue 
marks and cut out and summarize all the in- 
formation on my tabulations, graphs or loose 
leaf pocket note-book, each sheet properly 
headed. Your Magazine covers the financial 
ground so well, that I do not have to clip 
much elsewhere. I cut your magazine into 
sheets and file similar articles together, using 
your outside cover for a filing Folder and 
mark the covers Outlook, Bonds, Rails or 
Coppers, Motors, Oils, Utilities, Steels, Sepa- 
rate Stocks, etc. I divide my clippings up into 
those securities I am especially interested in, 
and those considered poor and those consid- 
ered good and gradually summarize or con- 
dense, store or discard as deemed advisable. 
I ae my live stuff usable and bury my dead 
stuff, 

I also keep a tabulation showing securities, 
shares bought and sold, dates, net price, net 
profit and loss, allowing for interest, dividends, 
etc. Items carried only to even figures, as 
nothing is gained by trying to figure to cents. 
I use twelve columns for the approximate divi- 
dend date of each security in the proper col- 
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umn, and when I receive my broker’s monthly 
statement I look down that monthly column to 
see that the proper dividends are credited and 
check my monthly commitments and enter 
them on this file sheet. This only takes a few 
minutes. My sheet shows dates, amounts paid 
and received and monthly deposit or credit 
balance. Only the first and last dividend re- 
ceived need be noted, unless there is a change 
As long as each dividend is checked up month- 
ly one only need consider dividend and interest 
rates when computing net market profit and 
loss at time of sale, thus one compact tabula- 
tion 8% inch by 15 inches, shows everything 
needed for an account of the average spect- 
vestor for a considerable period. 

I have another tabulation of my securities, 
showing comparative financial statistics, rat- 
ings, ete., from the Standard Statistics Cor- 
porations reports, Moody’s Manuals and other 
sources. I also have ten to fifteen year graphs 


of each security, on a separate profile paper, 
four years per inch horizontally and twenty 
lines per inch vertically. A combination of the 
kinds of graphs published in the MaGazINnE oF 
Watt Street. I show these in various colors, 
price range, total revenue, total net income, 
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sales, receipts, income, etc., are used to ex- 
press the same thing and in some cases the 
terms are used for a different meaning. Why 
should you not standardize your own publica- 
tion and see that a definite term or form only 
is always used to express the same meaning? 
Sometimes where details are not given and 
the net income is stated, the reader does not 
know what is meant. y not clearly show 
whether it includes or excludes operating ex- 
penses, taxes, stating kind (war excess profit, 
income) or non-operating income or expenses, 
not interest on bonds and notes, renewals, 
sinking or reserve funds, depreciation, deple- 
tion, improvements, adjustments or other de- 
ductions, dividends or any other item. If 
funded debt includes bonds only, why not say 
bonded debt. Since notes are sometimes in- 
cluded in funded debt, why not say interest on 
bonds and notes, if any, instead of fixed 
charges. When the difference of only a few 
printed words will give definite instcad of in- 
definite information are not your subscribers 
entitled to it? 

You have the best financial contributors and 
staff of any publication in the country. Any 
reader of your (Feb. 15, '19) article on B. & 
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ratio of operating expenses, per cent railroad 
transportation cost, per cent earned and paid 
on the security, total surplus, etc. I plot the 
last ten years and this same sheet can be used 
to plot on the next five years, the sheet being 
3¥% inches wide. I also keep up a pocket loose 
leaf note book with a sheet (334 in. by 7 in.) 
for each subject or security, to record current 
items, summary notes, etc. not otherwise 
shown. I use abbreviations, etc., and this sys- 
tem works out well after a little practice and 
also pays well. It does not require very much 
time to keep them up to date, as the same 
sheets can be used for a long time, some for 
five years and more. I also keep a list of se- 
curities to buy, to sell, to hold, to watch. 

We realize that a railroad’s income under 
present conditions is no criterion of the fu- 
ture, but it still is an important factor and 
the whole matter of railroad securities will be 
of continued increasing importance and of 
much interest to a large number of people. 
Why should you not occasionally publish your 
railroad bargain indicator and a tabulation of 
leading railroad earnings somewhat along the 
order shown in the table herewith. 

This information in comparative tabular 
form will be appreciated by your subscribers. 

Accounting practice varies somewhat and 
in some reports the terms, earnings, revenues, 


O. and C. & O. would know that Benjamin 
Graham is an exceedingly keen analyst and 
a very able writer. This article is particularly 
valuable because the reasons for his conclu- 
sions are so clearly shown. May we have 
more like them. But everyone’s talents are 
not equal, and in some cases if you could give 
your readers a better idea of the training, 
experience and affiliation of your writers we 
could better judge whether an opinion is well 
founded on good, sound experience or on as- 
sumed theory, as both practical and theoretical 
articles are valuable. E. H. Tuomes. 


An Interesting Pamphlet 

Under the caption of “Some Facts to Think Over,” 
the Broadway Central Bank, of which Frank Williams 
is president and Frank Crave is vice-president, has 
issued a pamphlet for free distribution. The pamphlet 
tells how a bank catering to a strictly local com- 
munity can render great service to its clients if 
conducted in a broad, liberal spirit based on knowl- 
edge of the eonditions of the district and on needs 
of the population. 


Guaranty Trust Booklet 


“How Business with Foreign Countries is Financed” 
is the title of a booklet issued recently by the Guar- 
anty Trust Company of New York. 


Elected Director National City Bank 
Ralph Crews has been elected a member of the 
Board of Directors of the National City Bank. 





Two Worthy Hydro-Electrics 


Hydro-Electrics a Favored Class Among Utilities—What the 
Northern States Power Annual Report Will 
Show—Pacific Gas and Electric 5s 


‘ By J. B. CORVETT 


little money during the war period. 

The reason for this, at a time when 
industrial properties generally were 
“waxing fat,” was the rapid advance in 
operating costs, while the rates which 
could be charged per unit have in most 
cases been held at constant levels. 

The two items in operating costs that 
have affected public utilities most ad- 
versely have undoubtedly been coal and 
labor. The War Labor Board has been 
especially liberal in its increases to labor, 
and under the stress of war conditions, 
the efficiency of labor diminished. The 
price of coal has gone up, and there is 
very little prospect for its declining ap- 
preciably for some time. 


Pitts utility companies have made 


coming smaller, and more and more man- 
ufacturers are drawing their power from 
central stations. As the cost of produc- 
tion per unit by the hydro-electric prop- 
erties is below that of companies burn- 
ing coal to create this power, the former 
should benefit especially from this move- 
ment. 
Northern States Power 

Northern States Power is one of the 
leaders among the hydro-electric prop- 
erties. About 85% of its total gross reve- 
nues are derived from the electric de- 
partment, most of which comes from 
hydro-electric operations, and the propor- 
tion of earnings from this source has 
been steadily increasing. The properties 
of the company comprise plants supply- 





TABLE I—EARNINGS RECORD OF NORTHERN STATES POWER 


Gross 
Income 


$6,087,153 
9,392,664 


Revenues 
$3,668,365 

3,821,305 

3,542,974 


Times 
Interest 


Net Operating Operating Charges Earned on Earned on 


Earned Preferred Common 
9.90% 
7.94 
7.96 


Ratio 
40.0% 
46.5 
62.5 


2.50 
1.95 
1.90 





Among the public utilities one group, 
the hydro-clectrics, have not had to 
shoulder such heavy burdens as the 
others. Hydro-electric properties de- 
pend upon nature for the generation of 
current and power, and not upon fuel. 
Moreover, a hydro-electric plant once 
built is very much of a self-running pro- 
position. Labor is needed, of course, but 
not so much as in the case of properties 
selling artificially created current. Con- 
sequently the hydro-electrics have passed 
through this most trying period for pub- 
lic utilities with better results than any 
of the others. Some of the increases in 
gross have been swallowed up by ad- 
vances in operating costs, but in very few 
cases have interest charges or preferred 
dividend requirements been endangered. 

Another significant point is that the 
use of individually created power is be- 


ing electric light and power to 138 muni- 
cipalities in Minnesota, North Dakota, 
South Dakota, Wisconsin and Illinois. 
Nine communities are served with gas, 
seven with steam heating, three with 
street railways, and one with telephone 
service. The company’s franchises are 
free from objectionable features, and af- 
ford satisfactory working conditions. It 
has municipal lighting contracts in all the 
principal cities and towns that it serves, 
excepting St. Paul and Grand Forks. 


Earnings Record 

Table I presented herewith summarizes 
the earnings record of the company for 
the three years ended December 31, 1918. 
The 1918 report has not yet been issued, 
but preliminary figures have been ob- 
tained by this publication. The steady 
advance in gross earnings indicates 
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clearly that the company’s business is 
expanding at a substantial rate. Gross 
earnings in 1918 show an increase of 
more than 50% compared with 1916. 

Net earnings, on the other hand, have 
remained fairly constant during this 
period. The increase in gross have been 
taken up by the advances in operating 
costs, the operating ratio rising from 
40% in 1916 to 62.5% in 1918. This 
showing is very encouraging when the 
sharp declines in the net earnings of most 
utilities is considered. The company has 
gone through the most trying period hold- 
ing its net earnings firm. 

Total interest charges in 1918 were 
earned 1.90 times against 2.50 times in 
1916. The bonded debt has been in- 
creased during these three years to pro- 
vide for the large expansion in business 
and to secure ample working capital. 
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power, or about three and a half times 
the present capacity of the developed 
water power. 

The company is under excellent man- 
agement, and the physical conditions of 
the plants are reported to be very satis- 
factory. Considering this along with 
the bright outlook for the hydro-electric 
properties generally, the extensive re- 
sources the company controls, its marked 
growth in the last few years, and the 
growing territory served, the opinion ex- 
pressed above as to the prospects of 
Northern States is well founded. 


Outlook for Securities 
The present outstanding bonded debt 
of the Minnesota Company (operating 
property) and the capitalization of the 
Delaware holding company is presented 
in Table II. 





TABLE II—CAPITALIZATION OF NORTHERN STATES POWER 


Issue 
First & Refunding 5s, 1941 
Ten Year 6% notes, 1926 
Five Year Convertible 7% notes, 1923 
7% Cumulative Preferred 


Current 
Market 
About 
8714-8914 
9344-95 
99-100 
90-92 
70-72 


Yield 
5.95% 
6.75 
7.05 
7.70 





The amount earned on the preferred de- 
creased from 9.90% in 1916 to 7.96% in 
1918, while the rates shown on the com- 
mon declined from 5.91% to 1.60%. 


Prospects for the Company 

The prospects for the company are 
very interesting. Analysis of the 1918 
earnings by months show a definite turn 
for the better since October, and in each 
of the last four months of the year, they 
were larger than in the corresponding 
periods of 1917. These gains are due to 
the increase in rates which were granted 
around the middle of the year, but in 
some of the larger situations, the ad- 
vance did not become effective until 
October. Very liberal amounts have 
been set aside annually for additions, 
improvements, and betterments, and the 
company is now in the midst of extensive 
new construction to bring its large hydro- 
electric developments into use. It is 
stated that Northern States owns or 
controls undeveloped water power with 
an estimated capacity of 146,350 horse- 


The first and refunding 5s selling to 
yield nearly 6% are an attractive pur- 
chase. Interest charges even under re- 
cent very adverse conditions were earned 
with a good margin. The bonds are a 
direct lien on all the assets of the system, 
subject to only $7,479,000 of the Minne- 
apolis General Electric first 5s, 1934, a 
closed mortgage for whose retirement 
provision is made under the first and 
refunding 5s’ indenture. The issue was 
first offered in 1916 at 96% and interest. 
The range of prices in that year was 95 
to 98%; in 1917, 87 to 99, and in 1918, 
85% to 93. The prospects for an im- 
proved investment position and higher 
market values are very good, with con- 
ditions becoming more normal in the 
operating costs of the property and in 
the bond market. 

Both of the note issues are well se- 
cured, but at current prices there are 
many other short term bonds that are 
more attractive as straight investments. 
Still the yield on the 6% notes is quite 
liberal, and in time they should see 
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higher market values. The company has 
outstanding about 78,050 option war- 
rants, which entitle the holder between 
January 1, 1917 and April 1, 1922 to re- 
ceive in respect to each warrant one share 
of common or preferred stock by paying 
par and dividends for such stock in 6% 
notes. The 7% notes are convertible 
into the preferred stock of the Delaware 
company at 95 and into the common at 
par. There are some possibilities in the 
privilege to convert into the preferred at 
95, but comparatively limited prospects 
in the privilege to convert into the junior 
issue at 100. 

The preferred stock is now quoted at 
about 90-92, at which price it is an at- 
tractive speculative investment in view 
of the excellent possibilities of the com- 
pany, but it is hardly among the best 
bargains in preferred stocks now avail- 
able in the market. At the end of 1916 
the outstanding preferred amounted to 
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case of Northern States Power, but this 
class of business is considerable and is 
increasing. At the close of 1917, the 
company’s properties comprised 17 gen- 
erating stations, of which fourteen were 
hydro-electric plants, having an aggre- 
gate capacity of 164,075 horsepower, 
and there are steam plants with a capa- 
city of 106,568 horsepower, making the 
total capacity of all stations 270,643 
horsepower. So far as possible the man- 
agement is shifting from the use of the 
steam plants to the hydro-electric plants. 
The electric distributive system com- 
prises 165 substations with 1,640 miles 
of high transmission lines, 4,500 miles of 
overhead transmission lines and 112.5 
miles of underground conduit. 

In 1917, the entire capital stock of the 
Mt. Shasta Power Corporation was ac- 
quired, thereby giving the company addi- 
tional lands, construction and water 


rights capable of a development of 
175,000 horsepower of electrical energy 





TABLE III—EARNINGS RECORD OF PACIFIC GAS & ELECTRIC 


Gross 
Income 
$18,615,497 
19,813,381 
22,595,516 


Revenues 
$9,056,616 
8,208,690 
7,865,187 


Year 
1916 
ee 
3008 .... 


Interest 


Charges Earned 


Earned 


Net Operating Operating Earned on on 
Rates 


Common 
9.10% 
2.70 
4.65 


Preferred 
18.66% (1) 
16.96 (i) 
12.50 (1) 


Times 
2.42 
2.00 
1.80 


51.3% 
58.5 
63.5 


(1) On total first preferred and original preferred stock. 





$8,386,700 compared with $15,280,400 
now outstanding. Full 7% dividends 
have been disbursed since the organiza- 
tion of the company. 

The common stock is a very interest- 
ing speculation. It is not receiving any 
dividends at present, but during 1917 and 
in the first quarter of 1918, quarterly 
payments of 134% were made. The 
stock has sold at substantially higher 
prices. Early dividends are not to be 
expected on the stock, considering the 
needs for new construction and additions 
to meet the requirements of an expand- 
ing business. Still, it will very probably 
work higher in time, and for those who 
are in a position to wait for a few years, 
the issue may prove attractive. 


Pacific Gas & Electric 
Not so large a proportion of Pacific 
Gas & Electric’s earnings are secured 
from hydro-electric operations as in the 


within easy access of its expanding mar- 
kets. In addition, Pacific Gas & Elec- 
tric does a large gas and electrical light- 
ing business, and to a smaller extent a 
street railway business. During the past 
few years, the net earnings of these prop- 
erties have not been as favorable as in 
previous years, but with operating costs 
reduced, the income from these sources 
should increase. 

The company has been showing good 
expansion for some time, and has been 
enlarging its properties and acquiring 
new ones, financing them in large meas- 
ure from current earnings. More than 
$51,500,000 has been expended since 
January 1, 1906 for new construction, 
betterments, extensions and the acquisi- 
tion of new properties. The operating 
properties are stated to be in first-rate 
physical condition. During the past five 
years, more than $12,000,000 has been 
appropriated from operating revenues 
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for maintenance and depreciation, or at 
the annual rate of about $2,400,000. 

Pacific Gas & Electric’s prospects, like 
those of Northern States Power are very 
good indeed. The territory served is a 
growing one, and the needs for power, 
especially in connection with the many 
irrigation projects, should show good 
expansion over the next few years. The 
management has been developing its po- 
tential capacity to meet these demands, 
and is at present enlarging its reserves 
even further. 

Gross Earnings Growing 

In the three years ended December 31, 
1918, gross revenues inereased about 
20%, but net earnings were cut down by 
about a similar amount on account of 
increases in operating costs. These were 
for the most part in connection with the 
company’s lighting and street railway 
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have further possibilities. Additional 
issues under the mortgage are permitted 
only under careful safeguards. 

Interest charges are strongly protected, 
and the bonds are secured by a mortgage 
on all the properties now owned by the 
company, subject to $45,843,000 of prior 
liens, practically all of which are closed 
mortgages, and for whose retirement 
provision is made in the indenture for 
this issue. Figured from the 1917 bal- 
ance sheet, the assets left for the bonds 
after deducting the amount of the prior 
bonds and current liabilities was $104,- 
001,448, or about $3,000 per $1,000 bond. 
This issue is one of the few public util- 
ity issues listed on the New York Stock 
Exchange, and has quite an active mar- 
ket there. 

The preferred stock is a well secured 
issue, and at current prices has good 





TABLE IV—PACIFIC GAS & 


Issue 
General & Refunding 5s, 1942 
6% Cumulative Preferred 


ELECTRIC CAPITALIZATION 


Current 
Market 
About 


86 
8734-189 
56-57 


Yield 
6.40% 
6.30 
8.85 


Amount 
$36,542,000 
25,000,605 
34,004,058 





properties. The operating ratio increased 
from 51.3% in 1916 to 63.5% in 1918. 

While the margin of protection for 
interest charges declined from their be- 
ing earned 2.40 times in 1916 to 1.80 
times in 1918, they still are well pro- 
tected. The 6% dividend requirement 
on the preferred was earned more than 
three times in 1916, about 2-2/3 times in 
1917, and about twice in 1918. During 
1916, 5% was disbursed on the common 
stock, 334% in 1917, and nothing in 
1918. The above table indicates, there- 
fore, that the company has been “plow- 
ing” earnings back into the property. 

Refunding 5s Very Attractive 

The present outstanding capitalization 
of Pacific Gas & Electric is presented in 
Table IV. 

The general and refunding 5s are one 
of the best purchases among the present 
utility bonds. They are part of a large 
open mortgage, which is drawn upon 
from time to time to provide funds for 
additions and improvements, but the 
pledged assets are steadily increasing in 
value and the properties acquired have 
shown satisfactory earning power and 


prospects for the long pull. The stock 
now outstanding is practically all of the 
new preferred issue, which was author- 
ized in June, 1914 to the amount of 


$50,000,000 when the common stock 
capitalization was cut from $150,000,000 
to $100,000,000. At the end of 1917, all 
but $76,300 of the old preferred had 
been exchanged for the new. Based on 
the 1917 balance sheet, net tangible as- 
sets per share of preferred figured up to 
about $250 per share. 

The common stock was put back on a 
5% annual dividend basis early last 
month, after receiving nothing since the 
last quarter of 1917. Judging from the 
preliminary statement of earnings, the 
5% dividend was not quite earned in 
1918, but considering the prospects for 
reduced operating costs and increased 
business, the dividend should be earned 
with a fair margin this year. At cur- 
rent prices, the stock yields 8.85% and is 
a very attractive speculation for the long 
pull. At the end of 1917, net tangible 
assets per share of common amounted to 
nearly $100, or close to twice present 
market prices. 





New York Traction Situation Down 
to Date 


Effect of Carson-Martin Bill if passed—Attitude of 
Public Service Commission—The Immediate Outlook 


By MORTON LACHEN BRUCH 


HE New York traction situation is 
I becoming more and more serious 
with each passing day. Expenses 
continue to mount higher and higher and 
gross revenues cannot begin to keep pace 
with the increased outlays. Wages have 
been increased all along the line, prices of 
materials have risen anywhere from 20% 
to more than 100%, taxes have grown 
steadily and, in short, practically every 
item in the operation of the lines is cost- 
ing far more than ever before. 


The natural result is a heavy falling off 
in net revenues—so heavy, in fact, as to 
jeopardize continuance of interest re- 
turn on securities hitherto considered 
gilt-edged. Three companies—the New 
York Railways, the Interborough-Con- 
solidated Corporation and the Brooklyn 
Rapid Transit Co.—have been forced 
into the hands of receivers and interest 
on certain of the bond issues of those 
companies has been discontinued, as have 
dividends. 

Rate Increase Imperative 

It is a physical impossibility to reduce 
operating expenses to any appreciable ex- 
tent and the only thing that can: save 
the companies is an increase in the rate 
of fare until operating conditions change. 
Nobody expects a manufacturer or mer- 
chant to sell his product at a loss; if 
abnormal conditions prevail in his par- 
ticular industry and cost of production 
rises to such an extent as to seriously im- 
pair his profits, he simply raises his prices 
and we pay the increased price without 
complaining over-strenuously. The trac- 
tion companies must be looked upon as 
merchants having only transportation to 
sell; however, their selling prices, fares, 
are fixed by franchise agreements or con- 
tracts and they cannot be increased with- 
out the consent of the city, the other 
party to the contract. This, on its face, 
is economically unsound. 

When it became apparent that the com- 


panies could not continue to give at pre- 
vailing rates the grade of service which 
the public had a right to expect, the com- 
panies applied to the Board of Estimate 
of the city for the right to increase fares 
or, in certain cases, to make a charge for 
transfers. This application was denied 
by the city authorities. 

It was then decided to apply to the 
Public Service Commission for a hearing 
but here another difficulty was encount- 
ered for the reason that the New York 
State Court of Appeals in April, 1918, in 
a case involving fares in the city of Ro- 
chester, held that the Public Service 
Commission had not been given power 
by the Legislature to increase rates of 
fare beyond those fixed in municipal 
franchises. At the same time, the Court 
reserved decision on the question wheth- 
er or not the Legislature could legally 
give the Commission such authority. 

As a result of this decision, a bill was 
introduced at the last session of the 
Legislature, known as the Carson-Mar- 
tin bill, which was designed to give the 
Public Service Commission authority to 
grant increases in fares without regard 
to existing franchise contracts or agree- 
ments. This bill passed the Assembly 
and was pending before the Senate when 
the Legislature adjourned. 

Carson-Martin Bill Not a Cure-All 

A great many people are under the im- 
pression that if the Carson-Martin bill 
becomes a law, the companies have only 
to prove to the satisfaction-of the Public 
Service Commission that the present 
rates are inadequate and they will at once 
be granted increased rates. Nothing 
could be further from the fact. 

As stated above, the Court of Appeals 
reserved decision on the question of 
whether the Legislature «could legally 
grant the Public Service Commission au- 
thority to allow the companies the in- 
creased rates applied for. This left a fine 
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»pening for attacking the legality of the 
aw (if it finally becomes a law) and the 
‘ity authorities have not been slow to 
take advantage of this opening, as City 
Corporation Counsel William P. Burt 
promptly announced that he will, immedi- 
itely upon passage of the bill, bring ac- 
tion to prevent its enforcement. This 
would almost surely result in bringing 
the case not only before the State Court 
of Appeals, but also before the United 
States Supreme Court, with probably a 
long period intervening before any final 
lecision could be procured. 
Cos. Must Make Concessions 

On top of all this, it is not at all certain 
that the Public Service Commission is 
willing to grant the new rates without 
certain concessions on the part of the 
‘ompanies. Acting Chairman Travis H. 
Whitney of the Commission has been 
quoted as admitting that the companies 
are not getting sufficient revenue to care 
for the proper items of expense and fixed 
charges on investment, but believes that 
the companies should be willing, in the 
event that increased fares are granted, 
to give up their claims to preferentials, 
or at least a part of them. 

One of the provisions of the dual con- 
tracts gives the companies the right to 
their entire preferentials ahead of any 
return to the city on its investment in 
the rapid transit lines. It is Mr. Whit- 
ney’s idea that if the city’s fixed charges 
are given priority over all or a part of 
the company’s preferentials, such man- 
agement by the companies will be insured 
as would make the enterprise self-sus- 
taining ‘to both the companies and the 
city. Mr. Whitney also favors the con- 
solidation of the various subsidiary com- 


panies in the surface system so that there 
should be one company in the case of 
each system, and with provisions that, 
after the company has obtained from the 
increased fare its proper expenses and 
return on its investment, the city should 
be entitled to all or a considerable per- 
centage of the remaining revenue, to go 
into a rapid transit fund, usable for either 
rapid transit extensions or acquisitions of 
additional transportation lines. 
Putting the Screws on Interborough 
There is no question but that the 
Interborough made with the city what, at 
the time, looked like a contract very 
favorable to itself. Now that the com- 
pany is in difficulties it is more than likely 
that strong pressure will be brought to 
bear by the public authorities to force 
concessions of the companies’ advantages 
in exchange for relief. Whether or not 
the I. R. T. Co. itself will go into re- 
ceivers’ hands depends a good deal on the 
technical position for retaining the terms 
of its comparatively favorable contracts. 
It seems clear that under no circum- 
stances could the Carson-Martin bill re- 
lieve the immediate difficulties under 
which the companies are operating. It is 
essentially within the province of the 
Board of Estimate of the City of New 
York to allow the companies a just re- 
muneration for the grade of service ren- 
dered to the public. If the Board of Esti- 
mate does not give temporary relief the 
service cannot be maintained even at the 
present standard and those security 
holders, who invested their money in 
good faith and who are entitled to a just 
return, are bound to suffer, to say noth- 
ing of the general public, which, after all, 
should be most taken into consideration. ~ 





COMMENTS BY SUBSCRIBERS 
You are to be congratulated on the steady progress and improve- 


ment which your magazine shows. 
* * 


* * * * 


I have been a careful reader of your valuable magazine for the 
past three years and have derived both financial benefit and peace of 


mind from its perusal. 


st et © 


The year spent in the study of your paper has given me quite an 
education in financial matters and I know that if I had followed your 
advice I would probably have made some nice profits. Let me say that 
the only reason for my discontinuing my subscription was due to my 

being in the service during the last year. 
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Our Third Line of 


Oil Reserves 
By JOHN L. HOSMER 


Mexico Is the Second Line—Colum- 


bia and Venezuela 


Next — Com- 


panies Operating and Oil Prospects 


HE future petroleum supply of our 

; country is being deservedly given 

an increasing amount of consider- 
ation. 

Last year our production was 344,000,- 
000 barrels against a consumption of 
397,000,000 barrels. 

The consensus of opinion among lead- 
ing geologists is that the total available 
amount of oil underground in the United 
States is now very much less than is com- 
monly supposed and taking into account 
the fact that our consumption of oil is 
increasing at the rate of about 50,000,000 
barrels each year, the practical exhaustion 
of our home supply is variously predicted 
by experts ‘to be expected in fifteen or 
twenty years unless a very large produc- 
tion is obtained from foreign fields to 
‘supplement our own production. 

For our future supply, Mexico is gen- 
erally regarded as the best hope, but 
Mexico has its limitations both in the 
quality of oil obtainable and in the vision 
of its existing Government. 

Hence Colombia and Venezuela. with 
their prolific seepages of high grade pe- 
troleum and because these countries have 
become generally recognized among 
world oil operators as most desirable 
fields for exploration, may be fairly des- 
ignated as the second oil reserve district 
of the United States, if not of the world. 

This belief seems to be confirmed from 
the transportation viewpoint in any event 
because Cartagena, Colombia, the to be 
pipe line shipping port of western Vene- 
zuela and northern Columbia, and situ- 
ated only 200 miles from the largest now 
indicated production in these countries, is 
202 miles nearer New York than Tam- 
pico and 60 miles nearer New York than 
Galveston. 

Cartagena is also 1,220 miles nearer 
San Francisco than Tampico and closer 
to Liverpool than Tampico by 376 miles. 

As to Panama Canal deliveries, Carta- 


gena is but 265 miles distant and 1,220 
miles nearer than Tampico. 
Colombia 

In Colombia the largest holder of oil 
land leases is the Carib Syndicate, Ltd., 
of New York. The lease holdings of this 
company have been variously estimated 
at from three to five million acres, and 
unconfirmed rumors are current as to the 
recent acquisition by the company of ad- 
ditional tracts of large area. 

The policy of the Carib Syndicate ap- 
pears to be to explore and secure leases 
on desirable property and then arrange 
development contracts with associated 
companies such as will insure prompt 
drilling operations. One of the first de- 
velopment contracts of the company was 
with the Colombian Petroleum Company, 
which company is being financed by 
Henry L. Doherty & Co. of New York. 
This contract conveyed what is known 
as the Barco concession of about 1,000,- 
000 acres to the Colombian Petroleum 
Company and adjoins on the Venezuelan 
line one of the important producing 
properties of the Royal Dutch interests 
known as the “Colon Development Com- 
pany,” originally financed by the Roth- 
childs of London and Paris. 

The terms of the lease of the Colom- 
bian Petroleum Company is understood 
to indicate the general policy of the Carib 
Company in the disposal of its large hold- 
ings. 

In this instance it was estimated that 
the cost of a 200 mile pipe line to tide- 
water and the drilling and equipment of 
enough wells to justify such a pipe line 
was $5,000,000, so the Colombian Petro- 
leum Company was incorporated with 
that amount of capital. Twenty-five per 
cent of the stock was retained by the 
Carib Company as consideration for the 
property assigned. 

The Colombian Petroleum Company is 
now actively engaged in its development 
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programme, and as in that section oil has 
been found in gusher wells at less than 
2,000 feet, it is expected that the results 
from these first operations will be of a 
very satisfactory character. 

On one of its leases in the central part 
of Colombia near Honda, the Carib Com- 
pany is drilling an exploratory well which 
is now down over 500 feet, and two good 
showings of oil have already been en- 
countered at shallow depths. 

The Carib Syndicate, Ltd., is a New 
York Corporation and is unique in its 
orgnization, methods and policy. Its 
outstanding capital stock is $75,000 of an 
authorized issue of $100,000, the par 
value of its stock being $25 per share. 
The last sale in the market was around 
$1,500 per share. 

The company has seldom issued any 
statements or reports and has never 
offered any stock for sale to the investing 
public. 

From time to time as the company 
needed money rights were issued pro rata 
to stockholders to buy treasury stock, 
first at $300, then at $400 and next at 
$500 until $75,000 of stock or 3,000 of 
the $25 par value shares were outstanding. 

On April 15 the company announced 
a further increase of capital of 300 shares 
offered to the stockholders at $1,000 per 
share. 

From the viewpoint of the officials who 
dominate the Carib Company, this plan of 
development financing has been entirely 
satisfactory. 

Outside speculation in the company’s 
shares has largely been avoided and the 
original shareholders have always had an 
opportunity to retain their proportional 
interest. 

The number of shareholders has natur- 
ally been limited because each share has 
represented more than the ordinary per 
share purchase price. 

Hence the Carib stockholders, of which 
it is understood there are only about 200, 
are regarded more in the ¢lass of invest- 
ors who are willing to wait during the 
development program, rather than of the 
speculative type who want quick profits 
from advancing share quotations. 

The Tropical Oil-Company of Pitts- 
burgh is operating in the Northern Cen- 
tral part of Columbia on a large conces- 
sion holding. The company is capitalized 
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at $50,000,000 in shares of $25 par value 
and $35,000,000 of the stock has been 
issued. The stock is selling in the market 
at around $15 per share. 

The Tropical now has three producing 
wells, the output of which has never been 
officially announced, but experts familiar 
with the territory say that these first 
wells beyond question have given the 
company a production of more than 5,000 
barrels a day. 

The Tropical company has under con- 
sideration the building of a pipe line from 
its concession to Cartagena, as well as 
the construction of a refinery in Colombia 
capable of handling its oil. 

The company is known to be aggres- 
sively conducting a campaign of drilling 
and development. 

Officials of the Tropical Company are 
also identified with the Penn-Mex Fuel 
Company which in turn is dominated by 
the South Penn Oil Company, a Standard 
Oil of New York subsidiary. 


Altho a number of other petroleum 
companies have geologists and represen- 
tatives in Colombia, no actual drilling was 
done by any of them during 1918. The 
Mellon interests (operating thru the 
South American Gulf Oil Co., a sub- 
sidiary of the Gulf Oil Corporation) have 
an office at Barranquilla, and the Kelly 
interests, with holdings and a small oil 
well near Puerto Colombia, also have 
headquarters at Barranquilla. 


The Cartagena Refining Company has 
a small refinery at Cartagena, which for 
a number of years has supplied the bulk 
of Columbia’s petroleum requirements. 
The crude for this plant has come from 
the United States, but expectations are 
that in the near future it will operate on 
Colombian oil exclusively. 

The pronounced indications of high- 
grade petroleum at many points in Co- 
lombia, if helped by a stable and friendly 
government disposed to welcome Ameri- 
can capital under equitable laws, will do 
much to establish the country as the sec- 
ond oil reserve district of the United 
States as well as of other countries. 

Venezuela 


The Royal Dutch Shell Company 
through its subsidiary is operating a mod- 
ern refinery of 10,000 barrels daily ca- 
pacity on the island of Curacao at the 
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end of a deep bay which will accommo- 
date tankers of large size. The location 
of the refinery on an isolated and non- 
producing island was doubtless because 
of unsettled conditions as to taxation in 
Venezuela and the company’s preference 
for Dutch soil. These interests also have 
a refinery in Venezuela and a factory for 
the manufacture of petroleum tins and 
a fleet of wooden lighters for the trans- 
port of oil from the refinery site near 
San Lorenzo, Venezuela through Lake 
Maracaibo of the Curacao Refinery. 

The development operations of the 
Caribbean Petroleum Comany, a sub- 
sidiary of the Royal Dutch Sheil and 
General Asphalt Company, are principally 
in the western part of Venezuela near 
Lake Maracaibo and along several well 
determined anticlinal folds, although 
they have holdings also near the north of 
the Orinoco River. 

The Colon Development Company, 
owned by the Rothschilds, has no doubt 
the most valuable concession in Vene- 
zuela. It lies east of the Barco conces- 
sion in Colombia and near the western 
Venezuela line and covers the district of 
Colon. 

It has been reported that the company 
has completed seven good wells near the 
Colombian line and west of the southern 
end of Lake Maracaibo. The crude oil 
from this area is lighter in gravity but 
superior in quality to that produced 
further north in Venezuela. 

The company’s development is reported 
to be along a series of well defined anti- 
clinal folds which extend into Colombia. 

Two of the Company’s wells are be- 
lieved to be large producers and at depths 
of about 1,300 feet. The producing for- 
mation is sandstone and the wells are of 
the gusher type. 

One well on the Rio del Oro flowed 
1,500 to 2,000 barrels in 24 hours through 
eight-inch pipe with the drill in the top 
of the formation. The oil is 36 degrees 
Baume with a good yield of gasoline and 
kerosene and has a paraffine base. 

In the Venezuelan operations of the 
Carribean Petroleum Company, system- 
atic geological surveys of the western 
section, along the eastern shore of Lake 
Maracaibo and 50 miles to the westward 
of the lake, were made under the super- 
vision of Dr. Ralph Arnold. Oil bearing 
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areas were found mostly in the wild and 
undeveloped portions of the country, 
which hampered the preliminary investi- 
gation work, and called for the utmost 
zeal and patience in combating the ever- 
present natural obstructions of the tropi- 
cal jungle. In January, 1914, the first 
test well was drilled to shallow depth, 
passing thru several beds of rich sands 
showing oil of good quality. Encouraged 
by this result, several deeper wells were 
later sunk until a satisfactory production 
of oil has been obtained. 

To facilitate the handling of petroleum, 
storage tanks and a pumping station have 
been erected, as well as a pipe line con- 
necting the Mene Grande field with the 
shipping point at San Lorenzo, on the 
eastern shore of Lake Maracaibo, a dis- 
tance of about 11 miles. Despite the 
exigencies of war and the resultant short- 
age of labor, a modern refinery also has 
been erected at San Lorenzo, equipped 
with the latest appliances. In addition 
to the refinery, a factory has been built 
for the manufacture of containers. These 
plants are meeting the local needs of 
Venezuela, and an experienced sales de- 
partment has been organized and is mar- 
keting petroleum products thruout that 
country. 

One of the most important undertak- 
ings of the company is the erection of a 
large refinery on the Island of Curacao, 
lying off the north coast of Venezuela. 
This plant is constructed on the Trumble 
system, and embodies the latest refining 
methods. 

Upon the acquisition of high-powered 
tugs and the delivery of two more barges, 
now nearly ready, transportation between 
Venezuela and Curacao will be much in- 
creased, the latter point becoming the 
shipping point for foreign markets. 
Every provision is being made to handle 
miscellaneous petroleum products and 

unker oil for vessels using the Panama 

Canal. Distributing stations have also 
been erected af La Guayra, Puerto 
Cabello and Maracaibo in Venezuela. 

The production of the Company at the 
present time is reported to be about 5,000 
barrels per day or the limit of the avail- 
able refinery capacity, but a much greater 
production is believed to be obtainable 
and doubtless will be reported as soon as 
additional refinery facilities are provided 
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Butte & Superior’s 
Rise and Decline 


By JAMES SPEED 


Its Spectacular History— Began as a Silver 

Prdperty, Became Theoretical Copper Mine 

and Is Now a Zinc Producer—Will It 
Recover Its War-Time Greatness ? 


EW companies have attained 
greatness and sunk to compara- 
tive insignificance in so short a 
space of time as has the Butte & Su- 
perior Mining Company, erstwhile the 
Butte & Superior Copper Co. In- 
corporated under the latter name 
in the state of Arizona, October 2, 
1906, its holdings embrace a group 
of claims formerly owned by the 
Butte-New York Copper Co. and 
the North Butte Extension Develop- 
ment Co. During 1916, the same 
year the company dropped the word 
“copper” from its name, 25,000 shares 
of the common stock of the American 
Zinc, Lead & Smelting Co. were ac- 
quired through the issuance of 17,500 
shares of Butte & Superior stock. 
Properties 
Butte & Superior owns in fee simple 
29 claims totaling 170 acres and frac- 
tional interests in a number of other 
claims. The company owns or has un- 
der contract for acquisition about 34 
additional surface rights. The Butte- 
New York Copper Company controlled 
by Butte & Superior owns approxi- 
mately 51 acres of patented claims 
and 3 claims with an area of approx- 
imately 53 acres in Beaver Head 
County. The North Butte Extension 
Development Co. also owns 291 acres 
of mining claims adjoining the Butte 
& Superior group. Two years ago the 
company acquired 914 acres of which 
7.9 acres were obtained by deed to a 
portion of the surface of the Overman 
claim from the North Butte Extension 
Development Co. 
Butte & Superior has an authorized 
capitalization of $3,500,000 of which 
$2,901,845 is outstanding or approx- 


imately 290,000 shares. There is no 
funded debt. 

During the first few years of its 
present corporate existence Butte & 
Superior was a “slow burner” as the 
property was being co-ordinated un- 
der the direction of D. C. Jackling 
who was just then becoming widely 
known as a phenomenally successful 
developer of mining properties. It was 
not unti] the year of the great war 
that the company was in a financial 
and earning position that justified 
dividends. In that year the average 
price of spelter was 5.30c a lb. which 
was below the average of the pre- 
ceding four years, yet the company 
showed earnings of $5.21 per share 
and disbursed in its first year of divi- 
dend payments $2.25 per share. Five 
and a half cents per lb. might be 
termed in former years a fair average 
price for spelter so it appears that the 
year 1914 presents a very fair cri- 
terion of what might be expected of 
the company under normal metal 
prices and normal conditions. Ordi- 
narily Butte & Superior ought to be 
able to earn at least $5 a share and a 
dividend rate of $3 would be a normal 
expectation. 

Huge War Earnings 

But the following two years far 
exceeded the most vivid imagination 
in the matter of earnings. In 1913 net 
sales totaled approximately $2,676,000 
and in 1914 $3,238,000. In the follow- 
ing year spelter sold as high as 274% 
cents a lb., the average for the year 
being 14.4c a Ib. and in 1916 the metal 
ran as high as 21.lc a lb., the average 
price being 13.7¢c a Ib. Sales in 1915 
quadrupled those of the preceding 
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year totaling upwards of $12,000,000 
and in 1916 reached a total of up- 
wards of $13,000,000. Earnings jumped 
from $5.21 in 1914 to $33.37 in 1915 
and $31.79 in 1916. In 1915 the com- 
pany paid $18 in dividends which in- 
cluded $15 extra and in 1916 $34 in- 
cluding $30 extra. In the following 
year spelter began its march down- 
ward and gross sales dropped to less 
than $7,000,000. The company, how- 
ever, was still able to a total income 
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of upwards of $2,200,000, the equiva- 
lent of $6.85 per share before de- 
preciation. 


Reasons for the Decline 


Butte & Superior stock from a 
low of 24 in 1914, made a high of 80 the 
following year and a record high of 
105 in 1916. The year 1917, however, 
saw the stock down to 123% and as 


“cisco. 
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low as 164 in 1918. Butte & Superior 
had come down to earth as rapidly as 
it had risen. 


1918 Earnings 

For 1918 Butte & Superior showed 
a further material decrease in earnings 
compared with 1917. Net sales were 
slightly less than for 1917 and the 
company showed a balance of $628,- 
348, or the equivalent of $2.17 on the 
company’s stock. The following tabu- 
lation of the ratio of operating ex- 
penses to net sales shows clearly one 
of the important reasons why Butte & 
Superior’s earnings for the last two 
years have been unsatisfactory: 


Ratio of Oper. 
Exp. to Net Sales 


64.2% 
54.7 
24.9 
33.0 
56.6 
83.5 


The average price for spelter in 1918 
was 7.75c compared with 8.57c for the 
previous year. 


Litigation Troubles 


Were it only a question of metal 
prices and operation costs Butte & 
Superior might look to the future with 
equanimity. The company is well or- 
ganized and can take its chances in 
the world of trade with its competi- 
tors. But Butte & Superior is unfor- 
tunately implicated in some very seri- 
ous lawsuits. One is known as the 
Elm Orlu case and the other the Min- 
erals Separation case. 

The Elm Orlu case, involving claims 
to certain ore bodies within the ex- 
terior boundaries of the Black Rock 
claim belonging to the company, was 
decided against the company by the 
Circuit Court of Appeals of San Fran- 
An application was made to 
the Supreme Court for a reviewal of 
the case, but the highest court sus- 
tained the lower court and Butte & 
Superior will have to pay the award 
of damages, totalling $177,707, plus 
interest. The other branch of this 
case now pending in the U. S. District 
Court, involving claims on the part of 
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the Elm Orlu company to certain ore 
bodies in the Black Rock claim lying 
eastward of the ore bodies, title to 
which was adjudicated in the case 
above referred to, has not been set for 
trial. 

As the company has nearly $4,000,- 
000 in net current and working assets 
it appears that the damages so far sus- 
tained through litigation are not 
serious. 


Famous Separation Case 


By far the greatest factor in the 
‘company’s affairs is the so-called 
Minerals Separation case. Roughly 
stated, the company contends that the 
so-called basic patent of the Minerals 
Separation Co. is limited to the use of 
il in flotation processes to one-half 
f 1% of the oil or less. The use of 
more than one-half of 1% of oil is held 
to be outside the patent monopoly and 
no infringement of the patent. The 


company has received a favorable de- 
‘ision from the Circuit Court of Ap- 
peals and the ‘Minerals Separation Co. 


as moved for a writ of certiorari 
from the Supreme Court which has 
een granted. The arguments have 
een presented, but owing to the 
iighly technical nature of the case, 
ind its importance, it is unlikely that 
decision will be handed down for 
ionths to come. 


Position of Stock 


The stock of Butte & Superior is in 
. very interesting position. At 24 it is 
ip 11 points from the low of the last 
ight years, but 80 points down from 
he high. Is it cheap or dear at its 
resent price? 

In considering this point one must 
ear in mind that its record price of 
105 was due to conditions arising 
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from the war which are not likely to 
return in this day and age. 

In its suit the Minerals Separation 
Co. alleges that B. & S. made 
upwards of $18,000,000 in the use of 
the oil flotation process, but common 
sense tells one that even in the event 
of an unfavorable decision from the 
highest court the company would be 
compelled to pay out only a percentage 
of its earnings. In short, if the com- 
pany loses, its quick assets position 
will bé adversely but not seriously af- 
fected, in the writer’s opinion. 

On the other hand, if it wins its 
suit, and the decision of the lower 
court established a presumption that 
it will win, its stock should sell con- 
siderably higher. 

The mine has a life estimated at up- 
wards of 13 years and at the time of 
its last annual report, Dec. 31, 1918, 
had assets applicable to the stock of 
nearly $30 per share. 

Assuming that the company can 
average, in good times and bad, earn- 
ings which would allow it to pay $3 
per share on its stock, then a price of 
$30 a share based on earnings alone 
would be justified. Including the con- 
sideration of the asset value of the 
stock warrants the conclusion that the 
stock has a potential value of con- 
siderably more than $30 per share. 

The action of the stock indicates 
that considerable accumulation has 
been taking place. The issue must be 
regarded as speculative until the out- 
come of the Minerals Separation liti- 
gation is known and until that is set- 
tled no dividends are likely to be paid. 
But it appears that the company is 
now at about the low point in its af- 
fairs and the chances for improvement, 
in the writer’s judgment, far out- 
weigh the likelihood of further un- 
favorable developments. 




































































Position of Road Construction Companies 
By A. U. RODNEY 


Manufacturers of Road Building Implements Real 
Beneficiaries of Peace—Position of American 
Road Mch., Bucyrus and General Asphalt 


N war times, road construction or 
any other kind of construction was 
looked upon unfavorably as unes- 

sential. As a result, companies that 
are dependent upon this sort of work 
had a hard row to hoe. 

The end of the war, however, 
brought an abrupt change in ‘this situa- 
tion. Not only has normal construction 
begun again but a big movement is under 
way for the building of new highways 
and new roads. Several bills have been 
passed by the Federal Government and 
separate states authorizing vast expendi- 
tures of funds for this work and separ- 
ate communities are daily following suit. 
An era of intense prosperity is just 
ahead of road construction companies, 
therefore, as not only will new roads 
be built but old ones which are sadly 
out of repair’ due to unusual neglect, 
will require much attention. That this 
will not be a passing boom is evident 
also. 

What companies will benefit ? Which 
will benefit most and what are the pos- 
sibilities of the logical ones? This is, 
in a great measure, dependent upon 
the product the company puts out, the 
financial structure and its manage- 
ment. American Road Machinery 
Company, Bucyrus Company and Gen- 
eral Asphalt are directly concerned. in 
this program. How do they stand 
financially and otherwise? 

American Road Machinery 

Of the dozen or so road machinery 
manufacturers in this country, The 
American Road Machinery Company 
is one of the most prominent and is 
the most interesting to investors. 
About one-tenth of the total road 
building equipment built in the United 
States is made by this company and 
its gross business has been well over 
$2,000,000 even in slack years. This 
company was formed as a consolida- 
tion of various small but successful 


road building manufacturing concerns 
in 1913. — 
Earnings and Operations 

The company’s troubles during the 
war period are depicted accurately 
from its earnings and operations in 
that time. In 1915, for example, a loss, 
after all operations, charges, etc., of 
$43,201 was shown. In 1916 this was 
turned into a profit of $78,312 and in 
1917 net earnings amounted to $6l.,- 
117. That this showing was decidedly 
unfavorable is obvious as nothing at 
all was earned on the common stock 
nor was sufficient earned on the pre- 
ferred to pay the regular 7% cumula- 
tive dividend. 

The 1918 year’ however, produced 
an abrupt change for the-better. In the 
first six months the company made al- 
most as much as the two previous 
years or $109,393 and for the eleven 
months ended November 30th this was 
increased to $239,473. As an indica- 
tion of the turn in events, in the No- 
vember, 1918, month net earnings to- 
talled $91,291 or more than the entire 
net earnings in 1916 or 1917. 

The 1918 year ended with net profits 
of $340,000, after interest on bonds and 
sinking fund provision, but before 
taxes. This is equivalent to about 
$13.50 a share on the common stock 
after bond interest and preferred divi- 
dend but before taxes. From these 
figures it should be deduced that the 
real turn for the better in American 
Road Machinery affairs has definitely 
come and that it will take a long time 
before, if ever, the old status is again 
restored. 

Future Prospects 

Reviewing the figures on Ameri- 
can Road Machinery one cannot help 
becoming quite optimistic over the 
future for the company in general, and 
the common stock in particular. Tak- 
ing an optimistic basis if earnings 
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average around $100,000 a month (as 
they nearly approached this level in 
the last two months of 1918) this would 
mean about $65 per share on the com- 
mon stock. Probaby a more conserva- 
tive basis for estimating would be to 
figure the earnings at the rate of $50,- 
000 per month which: would leave the 
substantial sum of $32.50 in net earn- 
ings on the common stock. 

That the lower estimate will be re- 
alized seems more than possible. If 
we bear in mind that even during un- 
satisfactory periods for road building 
companies as the end of 1918 was, the 
company was able to make such a sat- 
isfactory showing’ what will it be able 
to do in normal times, and what are 
the prospects in the boom days just 
ahead. 

Not the least favorable feature about 
American Road Machinery Company 
is its low capitalization. There are 
only $1,000,000 6% bonds of which 
about $990,000 are outstanding. Ahead 
of the common stock is $2,000,000 pre- 
ferred, of which only $1,100,000 is out- 
standing. 

Position of Securities 


There can be very little doubt that 
earnings will be sufficient to pay the 
preferred dividend. The 2934% of ac- 
cumulated dividends have been taken 
care of and this issue as a regular 7% 
dividend payer should be entitled to a 
high rating as a business man’s in- 
vestment. Of course most of the 
speculative incentive in the preferred 
shares has been taken away since the 
back dividends have been cleaned up 
and as the holders will have no partici- 
pation in the large earnings of the 
company. However, it should, of 
course, increase in value as_ the 
strength of the company increases and 
that is an inducement to its holders. 

It is in the common stock that the 
speculative incentive lies. If earnings 
continue at their present rate—and 
there is every indication that they will 
the 1919 year should end with profits of 
between $30 and $50 a share after all 
charges but before taxes. Of course 
as a long pull proposition, the company 
may not be able to do this year in and 
year out but business conditions in this 
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field for the next year or two point to 
plenty of work and large profits so 
that on the basis of these earnings 
alone, the stock, selling currently 
around $53 or $54 a share, is worth 
nearer $100. It is true that the stock 
has had a remarkable rise since its in- 
troduction, or rather its recognition 
on the New York Curb from around $3 
a share to its present price, but it is 
hardly ever a good plan to make fu- 
ture calculations on the probable sell- 
ing price of a stock on its previous 
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quotations. As a speculation for a 
long pull, the common stock looks 
quite attractive. This year and next 
should prove its worth. 
Bucyrus Company 

One of the oldest, most prominent 
and uniformly successful companies 
manufacturing machinery for road 
building purposes is The Bucyrus 
Company. It has long been a promi- 
nent factor in the business and al- 
though, in recent years, its operations 
have not been very successful, the ex- 
pected expansion in its line is bound 
to affect the company favorably and 
place its shares in a more attractive 
position. 

From 1893 until the latter part of 
1911, the company went under the 
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name of The Bucyrus Foundry & 
Manufacturing Company of Ohio. In 
the latter year, however, the name was 
changed to the present one and it was 
incorporated under the laws of Wis- 
consin. Its name and its products are 
of world-wide renown and its principal 
business lies in the manufacture of all 
sorts of excavating machinery, includ- 
ing dredges for mining’ harbors, canals 
etc., steel castings, ballast plows, elec- 
tric and oil shovels—and its steam 
shovel is one of the best on the market. 


From the time the company started 
operations under its present name until 
1917, profits were far from satisfac- 
tory. In 1912 only $342,304 in net in- 
come was shown and after the pre- 
ferred dividend of $186,667 was paid, 
leaving a surplus of $165,637, or a little 
over 244% on the common. In 1913 op- 
erations were about the same and after 
the full 7% dividend requirement on 
$4,000,000 preferred stock outstanding 
was paid, a surplus of only $27,611, or 
practically nothing on the common 
stock, was shown. 

As was the case with nearly all 
companies manufacturing pure peace 
time requirements, the 1914 year was 
the worst in its history. . Net earnings 
only amounted to $64,219 and a de- 
ficit after half of the preferred ‘divi- 
dend was paid of $75,781 was shown. 
The preferred dividend was not paid in 
1915, but in 1916 the company recovered 
sufficiently to pay 1% on this issue in 
October of that year. 

It was not until 1917 that the com- 
pany began to fully get its stride. It 
is true that a large part of its earnings 
were made on special contracts for 
war materials from our Government 
but it must be remembered in this con- 
nection that its peace time business 
was suffering as much as it had since 
the beginning of the war. However, 
in 1917, the company showed a net in- 
come of $854,281 after deducting ex- 
cess profits tax and officials voted a 4% 
dividend on the preferred that year. 
The surplus after this disbursement 
amounted to $694,281, or equivalent to 
about 17% on the common stock. 


1918 A Good Year 
The good work in earnings was kept 
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up during the 1918 year, and although 
most of the amount earned was still 
on war contracts, at the very end of 
the year activity began in its regular 
department. Net earnings at the end 
of 1918, after deducting all charges, 
royalties, depreciation, interest and 
taxes, including excess and war profit 
taxes, amounted to $658,403.44. Al- 
though the amount deducted for taxes 
etc., is not given in the statement: it is 
safe to assume that they were very 
large and that earnings in 1918 were 
almost equivalent to the return in 1917. 
The directors voted a 4% dividend on 
the account of the preferred, and after 
this deduction, amounting to $160,000, 
a profit and loss surplus at the end of 
the year of $1,820,058 is shown. 


The company had about the same 
amount of business on hand at the 
beginning of this year as it had at the 
beginning of 1917. This, however, 
should not mean very much to one who 
is looking into the future, as contracts 
for road building machinery and other 
materials manufactured by this com- 
pany are being let continually and if all 
indications are correct, they will in- 
crease rather than decrease as the year 
goes on. 

Position of Securities 

The company is not very heavily 
capitalized for-the amount of business 
done and if the expected increase act- 
ually comes about its capitalization 
will be more than justified. 

An analysis of the preferred issue 
shows it up in a favorable light. The 
issue is preferred as tq assets and no 
lien can be placed ahead of it without 
consent of 80% of the issue. It is 
callable at 115 and an annual reserve 
fund of $40,000 is provided for the re- 
tirement of the issue and no dividend 
can be paid on the common while there 
is any deficiency of such reserve and 
not over 5% until such reserve equals 
$100,000. Also the preferred has sole 
voting power until back dividends are 
paid in full. It is cumulative and au- 
thorized to the extent of $5,000,000 
and there is outstanding $4,000,000. It 
takes $280,000 per annum to pay the 
full 7% dividend and if earnings con- 
tinue at anything like the present rate 
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it seems quite secure. There is no rea- 
son why the preferred dividend should 
not be restored in full this year, as the 
company has sufficient working capital 
and surplus. 

However, the big attraction in Bucy- 
rus Preferred is the 25% dividends in 
arrears. The company could almost 


safely pay these back dividends off 
right now but a moderate policy to 
pursue and the one that will most 
likely be adapted is to pay the full 


167 


ketwise on its prospects alone. At its 
present level of around 20, some of the 
favorable features in the outlook have 
been discounted, but as a long pull spec- 
ulation it still looks attractive. 
General Asphalt 
Although prosperity in the road con- 
struction industry has a direct bearing 
on the business of the General Asphalt 
Company, the big speculative incentive 
for its securities probably lies in its oil 
holdings. Nevertheless, road building 


BUCYRUS COMPANY—COMPARISON OF BALANCE SHEETS 


ASSETS 


1914 
h $217,143 
Accts. and Bills Receivable . 621,121 
Inventories 1,804,580 
Advance Payments, Bonds, 
Etc. 7,500 
Land, Buildings, Etc., Etc. 6,792,394 


1915 
$334,521 
1,018,501 
1,650,192 


6,857,756 


1917 
$146,013 
1,449,641 
2,792,653 


152,709 
6,781,117 


1918 
$212,744.24 
1,704,760.27 
3,158,603.15 


1916 
$243,383 
1,321,942 
1,937,684 


68,342.00 


6,953,926 6,700,553.96 








Total Assets $9,442,738 


$9,860,970 $10,546,935 


$11,322,223 $11,845,003.62 


LIABILITIES 


Capital Stock 

Amounts Payable 
Advance Payments 
Preferred Div’ds Payable. 
Accrued Taxes and 


244,593 
174,773 


$8,000,000 
443,963 
217,948 
40,000 


$8,000,000 $8,000,0000.00 
466,733 373,045.07 
463,045 89,028.09 
40,000 40,000.00 


290,000 537,872.22 
140,790 


127,649 





Total Liabilities 


7% dividend and from year to year pay 
something off on the preferred if earn- 
ings come up to expectations. The 
stock is currently selling around $70 
per share and with the dividend writ- 
ten off, places it at $45 per share as a 
7% dividend payer with good pros- 
pects. Allowing 5% for the interest 
lost while carrying the issue until the 
full preferred dividends are paid off, the 
stock could conservatively be written 
down to $50 a share, if purchased now. 
As a business man’s semi-investment is- 
sue, the stock looks quite attractive. It 
is somewhat speculative, of course, but 
for one who can take some risk the re- 
turn should be large. 

The common issue is, of course, a spec- 
ulation pure and simple, but has fair 
prospects for a long pull. If the com- 
pany establishes its earning power, the 
common stock may come in for some- 
thing in the future, but in the meantime 
is likely to sell considerably higher mar- 


$9,442,738 $9,860,970 $10,546,935 $11,322,223 $11,845,003.62 


and road construction requires asphalt on 
a large scale and this company is the out- 
standing factor in this field. 

The General Asphalt Company was 
organized as a holding company to take 
over the properties formerly controlled 
by asphalt companies owning asphalt de- 
posits in Trinidad and factories in this 
country. Practically the entire real as- 
phalt (Lake Asphalt) output of the 
world is held by the General, through 
its subsidiaries. Large deposits of high 
grade asphalt, commercially known as 
“Glisonite,” are owned by the company 
in Colorado and Utah and other asphalt 
deposits of immense value are held in 
Venezuela and on the Island of Trinidad. 

The company’s chief subsidiary, the 
Barber Asphalt Company, owns the larg- 
est factory in the world for refining as- 
phalt and it is well situated at Maurer, 
New Jersey. Other well equipped fac- 
tories situated at favorable points are 
controlled and in brief General Asphalt 
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Company is in a position to supply as- 

phalt from the time it is dug from the 

lakes to its actual application on the road 

cheaper and more efficiently than any 

other company in the United States. 
Past Difficulties 

For a long time the company struggled 
under the handicap of the consolidation 
of unprofitable concerns and political in- 
terference. From 1902, the time of its 
inception, to the present time, the strug- 
gle was a hard one and setback after set- 
back occurred. 

Just when affairs were progressing 
favorably the war put a sudden stop to 
most of the company’s business and, as a 
matter of fact, the importation of asphalt 
was agreed to be one of the least neces- 
sary during the war and shipments were 
curtailed accordingly. Under the cir- 
cumstances, therefore, very little business 
was done from 1914 until the latter part 
of 1918. Earnings on the common stock 
in 1916 were little better than $3 a share 
and in 1917 $3.72 was earned. . 

Its Position Now 

As the end of the war came, General 
Asphalt’s business took a definite turn 
for the better. Not only the cessation of 
hostilities, pointing to a brighter outlook, 
but all unfavorable agreements and con- 
tracts have terminated and actual steps 
for a large diversification of its business 
were ready to be put into operation. The 
old contracts that were eating up the 
profits have expired and new ones have 
been let in large volume. Besides, Gen- 
eral Asphalt is now in a position to derive 
substantial earnings from its by-products, 
such as paints and varnishes, which can 
be used for insulation and water-proofing 
generally. As a matter of fact, its by- 
products business should grow as fast as 
its regular asphalt business. 

Of course, the big incentive behind 
General Asphalt, as the author pointed 
out in his article in the MAGAZINE oF 


Watt Street, under date of February: 


Ist, 1919, lies in the development of its 
oil properties, but if it were not able to 
make anything out of oil, there is suffi- 
cient justification for enthusiasm over the 
company in the asphalt business alone. 
With the extensive plans for increased 
developments along road-building lines, 
Asphalt should earn enough to entitle its 
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common stock to a rating of better than 
its present selling price of 65. 


The Securities’ Rating 

General Asphalt’s capital is compara- 
tively small in comparison with its hold- 
ings and with its earning power under 
normal conditions. There is only $15,- 
140,000 preferred stock outstanding and 
$9,861,000 of common. The preferred 
shares carry the privilege of conversion 
into common stock on the basis of one 
and one-half shares of -common stock 
for each share of preferred at any time. 
This issue has a long record of dividend 
payments and in good times or bad, and 
we believe that earnings will be sufficient 
to cover the 5% requirement. In this is- 
sue lies the best possibilities for profit 
with minimum risk, as a _ purchaser 
around the present price of $100 a share 
could be quite sure of his 5% dividend 
payment and if the company makes the 
success that is predicted for it in its oil, 
this will be reflected in an advance in the 
preferred stock to the position at all times 
of one and a half times the common. 

The common stock is, of course, specu- 
lative, and around its present level is not 
worth much more on the basis of its 
business as an asphalt company. It is 
ttue that earnings may run anywhere 
from 6 to 10% on the common stock this 
year, but a price of between 65 and 70 
is enough to pay on such earnings. How- 
ever, it must be borne in mind that Gen- 
eral Asphalt’s possibilities lie entirely in 
its oil operations and its industrial busi- 
ness serves as a good back-log against 
unsuccessful operations in the former 
field. Having covered its oil possibilities 
thoroughly in the previous article on this 
company, the author is still of the opin- 
ion that General Asphalt’s entire possi- 
bilities have not nearly been discounted at 
current selling prices for the stock and 
that even now the stock is attractive as a 
long pull speculation. 


Firm Changes 


Benjamin H. Ettelson and William J. Lyons 
have been admitted to partnership in the 
firm of Thomson & McKinnon. 


Herbert Ware, Jr., has been admitted to 
the Stock Exchange firm of Ware & Leland. 


Donald C. Appenzellar has been admitted 
as a general partner in the firm of N. L, 
Carpenter & Company, 





The Searchlight 
Get Off the “Sucker List” 


By “QUIZZ” 


RE you on the sucker list? 
If you are, it is probably be- 
cause you are not a sucker but a 
patriotic citizen who has known the Lib- 
erty Bond to be a good thing. 

Get-rich-quick swindles have been the 
great American sport for years, and the 
sharpers who sell fake stocks saw their 
game endangered when Uncle Sam 
started his great Liberty Loan campaigns. 

But they are clever—these gentlemen 
who live by their wits. Instead of com- 
plaining they jumped in and put them- 
selves and all their employes to work 
selling Liberty Bonds. 

And they kept lists of the names of the 
— to whom the Liberty Bonds were 
sold. 

Now these lists, combined, make what 
the sharks regard as the biggest and best 
“sucker list” the gentry ever had. They 
are even dealing in them—buying and 
selling them among themselves. 

If you have a Liberty Bond or a book 
of War Saving Stamps you are a “pros- 
pect” for fake stock. Your name is on 
the sucker list of the oily-tongued 
sharper. 

You are not to blame for being on the 
sucker list, but it is up to you to get off— 
away off—that list at your first oppor- 
tunity. 

$500,000 in Boodle 

The American people are paying out 
some half a billion dollars a year to sup- 
port worthless stock schemes. They reap 
therefrom. $500,000,000 worth of—thin 
air. 

This is not a guess. It is the figure 
given by the Capital Issues Committee 
of the United States Treasury. And the 
committee assures us that it 1s conserva- 
tive. 

Moreover, the half billion represents 
just the cold cash that is turned in every 
year by otherwise level-headed Ameri- 
cans seeking a milk-and-honey path to 
quick wealth by the green stock certifi- 
cate route. It does not take into account 
the vast economic loss incident to broken 
fortunes, impaired effort of discouraged 
investors and to the diversion of new pro- 


ductive capital from legitimate business 
enterprises. 

As a result of the Government’s great 
war loan campaigns, there are now hun- 
dreds of thousands of Americans con- 
verted to the idea of saving and investing. 
The investment experience of a very 
great proportion is limited to a good, 
rock-bottom Government war bond. 

They will tell you that you were a pa- 
triot, a real citizen, to have bought Lib- 
erty Bonds. However, “you’ve made 
your sacrifice, the war’s over now—and 
really, 444% is no return at all in peace 
times—let us exchange your bonds for 
this exceptional offering positively guar- 
anteed to bring in anywhere from 10 to 
500% in dividends before the year’s out” 
—as soon as the oil well is sunk, or the 
mine shaft completed, or the property de- 
veioped, or the like. 

That is the argument of the stock 
swindler today; that he is “willing”—as 
an accommodation to you, you under- 
stand—to “accept” your good Liberty 
Bond in “exchange” for his worthless 
stuff. 

Uncle Sam on Watch 

Happily there is a Government agency 
today on the trail of the stock sharp. It 
is the Federal Trade Commission, em- 
powered by Congress to prevent unfair 
methods of competition in interstate com- 
merce. ; 

If you own a Liberty Bond you'll 
doubtless have an early call from one of 
the pleasant representatives of the sharper 
outfit. When you do, just drop a postal 
to the Federal Trade Commission at 
Washington and tell them about that visit 
and send them the attractive literature 
that is handed you. Or, send it in to THE 
Macazine or WALL Street and we will 
forward it to Uncle Sam’s men. 

It would be interesting to know how 
much of the $500,000,000 a year filters 
out of different communities to the detri- 
ment of our banks, our merchants and 
our legitimate business development. 
Also, how many of us are on the sucker 
list. 

Let’s keep our loose change at home. 
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PROMINENT WALL STREET 
MEN THAT I HAVE KNOWN 


By J. ARTHUR JOSEPH 


OW that the directors of the U.S. 
N Steel Corporation have placed the 
common stock on a flat 5% basis, 
I wonder that many of the shareholders 
who prate largely about their patriotism 
do not sell their Steel shares and reinvest 
the proceeds in Victory Bonds. The dif- 
ference in the rate of interest between 
the two is so infinitesimal as to be almost 
negligible. 
* * * 

Isadore Wormser and I were strolling 
one Sunday, as I was wont, along Fifth 
Avenue, when, passing St. Patrick’s 
Cathedral and walking with a swinging 
gait that easily identified him in a crowd, 
was Herman Oelrichs. Wormser saw 
him almost as soon as I, and pointing to 
the retreating figure he remarked: 

“Ain’t he a handsome man? He has 
got the strength of a lion. You know, 
Joseph, he married Senator Fair’s daugh- 
ter of San Francisco—she brought him 
fifteen million dollars, and that’s what I 
call good arbitrage.” 

The definition, of course, of arbitrage, 
is the simultaneous buying and selling of 
the same thing in different markets in 
order to make a profit from the differ- 
ence between the quotations in such 
markets. It struck me that Wormser’s 
definition was as good as any that I 
ever heard of. . 

= 

Now that Missouri Pacific is getting 
on its feet again, and all kinds of prom- 
ises are held out for the stock, predicated 
in all probability upon the fact that 
Kuhn, Loeb & Co. are running the deal 
in these shares, I recall that some thirty 
years ago Joe Offenbach, who made his 
headquarters at the time with A. A. 
Housman & Co., was ultra-bearish upon 
“Mop,” which was then selling at 118%, 
and he said to me, 

“I am such a pessimist on this prop- 
erty that I hate to tell you how low I 
think it will go. I promise you this, 
however, that I’ll never buy it until it 
sells at ten dollars a share.” 

This it did, a generation or so ago. It 


sold down to 10 and Joe Offenbach 
bought the only five hundred shares that 
changed hands at that price. I saw him 
after the close of the market that day, 
and asked him what he then thought of 
Missouri Pacific, adding, “You got it at 
the figure that you stipulated.” And he 
answered, “I know—I bought it at ten, 
but I sold it out at ten and three-eighths, 
because I did not like the look of the. 
market.” 

Missouri Pacific never went a fraction 
against that quotation, but in 1902 it 
sold at 127%. Patience is not always a 
virtue, unless a little common sense 
accompanies it. 

* * * 


It is strange, but nevertheless a fact, 
that those who were most closely asso- 
ciated with the late Jay Gould never 
made any money. Howard Calef, who 
was the Secretary and Treasurer of the 
Missouri Pacific, died, if not as poor as 
Job’s turkey, at least without the incre- 
ments that forty years of loyal service 
should have shown. Guy Phillips, who 
was left as executor to Jay Gould, shuf- 
fled off the mortal coil by means of the 
pistol route, which he used to excellent 
effect, and he, too, left a memory and 
some debts. 

Jay Gould, who always wanted the 
supply of securities sufficiently ample to 
meet the most exorbitant demands, said 
to Howard Calef, two days before the 
annual meeting at St. Louis, 

“Let us bring up a proposition to make 
an issue of five million additional pre- 
ferred stock,” and Calef replied, “Under 
our constitution, Mr. Gould, we cannot 
possibly do this—we have gone to the 
limit of capitalization.” 

Mr. Gould retorted, “Well, Calef, 
make it five million dollars worth of 
bonds. Investors like bonds, you know, 
and we must satiate their appetite.” 

eo 6 


John Terry and Solom B. Humphreys, 
who were partners of the late Governor 
Morgan and Russell Sage, wear what 
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the English people describe as “Guinea- 
Pigs.” You know that in England, di- 
rectors of companies ordinarily receive 
a guinea for attending and any man who 
gets himself elected to five or more 
boards, so that he can get an income of 
$50 a week, is said to belong to the por- 
cine class mentioned. 

Russell Sage told me that he received 
at least $50,000 a year from the meet- 
ings that he attended, although his time 
was so cut up that he could scarcely, 
even by a stretch of imagination, have 
been said to direct. I recall that one 
morning, around 10 o’clock, I met Sage 
coming out of 71 Broadway, making a 
bee-line over to-the Mercantile Trust 
Co. I joined him, and inquired what 
was his hurry, and he answered: 

“I have only a minute to spare—I have 
got to get in here arid show myself, be- 
cause they pay twenty dollars to a direc- 
tor attending a meeting. Now, just as 
soon as I can, I have got to get out and 
run right away up to Dey Street, be- 
cause the Anglo Cable and the Western 
Union are also going to have meetings 
at the same time. They only pay five 
dollars each, but I guess if I am nimble, 
I will be able to get both.” 

Business took me up to the Western 
Union building. I was standing outside 
Secretary Brewer’s office, awaiting the 
adjournment of the directors, when Sam 
Sloan emerged from the board room, 
showing that the proceedings were at an 
end, but Russell Sage appeared at that 
moment, clapped his hands vigorously, 
and called out to Secretary Brewer, “I’m 
in time, I’m in time—mark me present 
and let me have the five dollars gold.” 


* * * 


The late H. D. Brookman was a man 
possessed of great foresight and always 
spoke in the highest terms of those who 
made it a point to develop the country 
and especially took a great interest in 
railroad men who worked for the ad- 
vancement of their respective roads. 

A few years before he died he quietly 
began gathering in all the shares of the 
Burlington, Cedar Rapids & Northern 
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Railroad that were offered and gave an 
order to a certain broker to buy any and 
all stock offered at that time on the 
Curb. His holdings ran to thousands of 
shares made up of 1, 5, 7 and 10-share 
lots, in addition to the round lots. Mr. 
Brookman died in 1895 and the execu- 
tors of his estate held the greater part 
of the securities in the estate. 

In 1903 a pool was formed to acquire 
the Burlington, Cedar Rapids & North- 
ern road, to amalgamate it with the Chi- 
cago, Rock Island & Pacific system, and 
the First National Bank, through Fran- 
cis L. Hine, its Vice-President, was act- 
ing as the bankers for the pool. As the 
market narrowed, the price of the B. C. 
R. & N. advanced accordingly, until one 
day the Brookman estate decided to sell 
its holdings. A representative of the 
estate called on Mr. Hine-and told him 
he would dispose of all the holdings of 
the estate at the closing price of the day, 
and further stated that the securities 
could not be delivered until later in the 
year. Mr. Hine agreed to take the se- 
curities at the market closing bid and pay 
for them when they could be delivered. 
No memorandum was given and none 
was asked. 

Months rolled by, until one day the se- 
curities were presented to Mr. Hine, who 
asked, “What price did we agree on?” 
and the answer was, “At the close of the 
market on a certain day in April.” Mr. 
Hine replied, “All right,” and then turn- 
ing to Mr. Charles Backus, the then 
cashier of the bank, he said, “Backus, 
please make out a check for these securi- 
ties. We agreed to take them at 220 per 
share.” 

The market when the stock was deliv- 
ered was far below 100 per share, so that 
the difference in the two prices, consider- 
ing the number of shares that were 
transferred at the higher cost, amounted 
to what was considered a handsome for- 
tune. It ran into more than a million 
dollars and the transaction after an inter- 
val of eight months was completed, with 
nothing more to bind it than the word of 
gentlemen who had no other voucher. 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


Ko Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 
the Owner's Name Before the Date of the Closing of the Company's Books 





Paid to 
Holders 
as of 


Amount 
Declared 


A 
$3 Amer Bank Note, c.... 


Name 


75c Q May 1 
7% Amer Linseed, p 1%% Q June 16 
7% ’ Am Sumatra Tob, p.. 34% S Aug. 15 
7% Am Wat Wks & Elec,p 14% Q May 1 
6% Asso Drygoods, Ist p.. 14% May 3 
7% Asso Drygoods, 2nd p..14% Q May 3 
6% Ath, Top & S. Fe, c.. 14% Q May 2 
5% Atl,Gulf & WISS,p 14% Q June 10 


8% Beth Steel, 8% p... 
7% Beth Steel, 7% p.... 
% Beth Steel, c A 

% Beth Steel, c B 

- Beth Steel, c A... 

. Beth Steel, c B .. 
6% Borden’s Con Milk, p 1 
8% Brooklyn Edison 
$8 Buckeye Pipe Line. 
10% Burns Bros, Inc, c 


. Burns B, Inc, c..ext, x 


Cc 
7% Canada Cement, p... 14% Q Apr. 30 
6% Cities Service, p.... %% M May15 
6% Cities Service, c %% M May 15 
. Cities Serv, c..ext,e1 &% May 15 
4% Columbia Gas & Elec 1 % Q Apr. 30 
7% Consolidated Gas.... 14% Q May 9 


-- 24% Q May 1 
2%% Q May 1 


8% Diamond Match 


% Eisenlohr(O)& Bros,c. 1 % Q May 1 


G 
$2 Gaston, Wms & Wigm 
% General Cigar, p 
% Goodrich (BF), p.... 14% Q June 20 

4% Goodrich (BF), c.... 1 » O May § 
7% Gulf States Steel, Ist p 144% 0 June 16 
7% Gulf States Steel, Ist p 1344% Q Sept. 15 


50c Q May 1 
14% Q May 26 


Payable 


May 15 
July 
Sep. 
May 
June 
June 
June 
july 


ad 


July 
July 
July 
July 
July 
July 
June 
June 
June 
May 
May 


~ 
DD ee ee ee ee 


— 
uw & 


—~ 
a 


May 
June 
June 
June 
May 
June 


June 


May 


May 
June 
July 
May 
July 
Oct. 1 


7% Gulf States Steel, Ist p 14% Q Dec. 15 Jan.2,’20 


6% Gulf States Steel, 2nd p 14% Q June 16 
6% Gulf States Steel,2nd p 14% Q Sept. 15 


July 1 
Oct. 1 


6% Gulf States Steel, 2nd p 14% Q Dec. 15 Jan.2,’20 


. Gulf S’s Steel, c.ext,e 25 %&% May 18 


H 
% Harb-Walk Refrac, p.. 14% Q July 9 
6% Harb-Walk Refrac, c. 14% Q May 23 
$6 Hav El Ry, Lt&P,p $3 S Apr. 22 
$6 Hav El Ry, Lt&P,c.. $3 S Apr. 22 
7 14% Q May 5 


7% Hercules Powder, p... 


I 
$2 Q Apr. 24 


$8 Indiana Pipe Line. 
May 1 


. Int’l Mere Mar, p.ext, ‘m. 10% 


25c Q June 2 


K 
$1 Kerr Lake Mining... 


L 
$4 Lehigh Coal & Nav.. 


$1 Q Apr. 30 


June 3 


July 19 
June 2 
May 15 
May 16 
May 15 


May 15 
May 15 


June 16 


May 31 


Paid to 
Holders 
as of 


Amount 
Declared 


M 
- Marconi Wireless... . 25¢ June 1 
4% Mass Gas Co, p...... 2 % S May 15 
$2 Miami Copper 50c Q May 1 
4% Mont Lt, Ht& P Consol 1 % © Apr. 30 


Name 


Q May 15 
Q May 17 
Q June 30 
Q June 10 
Q May 10 


6% National Acme 

7% National Biscuit, p... 

7% National Biscuit, c... 1: 
7% Nat'l Enam & Stamp, p 14% 
6% Nat'l Enam & Stamp, c 14% 
7% National Lead, p.... 14% Q May 23 
4% Norfolk & Western, p 1 % Q Apr. 30 
7% Norfolk & Western, c 14% Q May 31 


P 
Pac G & E(Cal),1st p. 
Pac G & E(Cal)org p. 
Ltd, c¢ 


14% Q Apr. 30 
1%% Q Apr. 30 
14% Q May 5 

75c Q May 1 
1%% Q May 15 
$1.75 Q May 6 


6% 
6% 
7% Penmans, 


Pitts & West Vt, p... 
Pressed Steel Car, p.. 
Pressed Steel car, c.. $2 Q May 14 
Procter & Gamble, c.. 5 % Q Apr. 25 
. Procter & G,c..ext,e 4 %&% July 20 


Pullman Co........- 2 % Q Apr. #0 


Quaker Oats, Q May 1 


Reading Co, Ist p.... 50c Q May 27 


Q Apr. 30 
Q May 21 
% Q May 21 
% re) Apr. 30 
Q May 1 
Q May 1 


Sears, Roebuck, c.... Yo 
Standard Milling, p.. 1%9 
Standard Milling, c.. 
Stewart-Warner ..... 
Superior Steel, Ist p.. $2 
Superior Steel, 2nd p.. $2 


? 


Tobacco Products, c..d 14% Q Apr. 30 


U 

% Uni Cig Strs of Am, c 
. United Drug, 2nd p.. 14% 
Uni’d Dyewood Cor, p 14% Q June 14 

U S Ct Ir Pipe & Fy,p 1%% Q June 2 


2%% Q Apr. 28 
1%% Q May 15 


Vv 
Vacuum Oil.......... 3 % 


. Vacuum Oil, ext.... 2 &% 


S May 1 
May 1 


w 


8% Woolworth (FW), c.. 2 % Q May 1 


ext—Extra dividend. 
d—Payable in scrip. 
e—Payable in common stock. 
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Payable 


July 1 
June 2 
May 15 
May 15 


May 31 
May 31 
July 15 
June 30 
May 31 
June 14 
May 19 
June 19 


May 15 
May 15 
May 15 
May 31 
May 31 
May 27 
June 4 
May 15 
Aug. 15 
May 15 


May 20 


June 12 


May 15 
May 31 
May 31 
May 15 
May 15 
May 15 


May 15 


May 15 
June 2 
July 14 
June 14 


May 15 
May 15 


June 1 





Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes &nd 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





Ann Arbor Plans Note Extension 

President Erb has announced that arrange- 
ments have been completed with the War 
Finance Corp. under which two alternative 
proposals are made to holders of the com- 
pany’s $622,000 notes maturing May 1. The 
offers are made as follows: 

(a) Cash payment of 20% of the face 
amount of notes with a further 2 years exten- 
sion of the balance at 6% plus a payment of 
2%4% in cash on extended portion. 

(b) Two years further extension of the full 
face amount of the notes at 6%, with a pay- 
ment of 24%4% in cash on said notes. 

The notes are to be further secured by de- 
posit of $500,000 face value of the company’s 
improvement and extension 5% bonds. Note- 
holders wishing either offer, will deposit notes 
with the Empire Trust Co. 


Boston & Maine Asks Reorganization 
Extension 
Counsel spoke before the Committee on 
Railroads for the petition of Pres. Hudson, 
asking an extension of two years for the re- 
organization of the Boston & Maine and its 
seven directly leased lines. The extension has 
already been granted by the legislatures of 
Maine and New Hampshire. 


Canadian Pacific to Return to Old Rates 
Unless the Dominion Government agrees to 
the repeal of the Crow’s Nest agreement of 
1897, whereby the freight rates chargeable on 
certain commodities carried westward of the 
Great Lakes by the company and the grain 
rates to Fort William and Port Arthur were 
greatly reduced, there will be a return auto- 
matically to those rates as soon as the War 
Measures Act passes out of existence. This, 
officers say, will be as soon as it is announced 
that peace ratifications have been exchanged 
between the nations. 
C., B. & Q. Freight Shipments Decrease 
Loading reports for the past week showed 
a decrease of 14% in the movement of freight, 
compared with a year ago, according to an 
official. 


Chicago & North Western Traffic Falls 12% 
According to an official, tonnage for March 


showed a falling off of 12%, compared with 
the same period in 1918. 


Rock Island Receives $1,700,00 from R. R. 
Administration 

President Hayden, in his annual report, 
said: “The R. R. Administration has advanced 
only $1,700,000 of the company’s compensation. 

“On July 1, 1918, the Director General ap- 
pointed his own staff for operation of the 
property, and since that date the officers of 
your company have had no direct voice in its 
management. 

“Your directors are of the opinion that on 
account of the receivership, extending over a 
large part of the test period, the $15,883,891 is 
not just compensation. The total of additional 
compensation claimed is $5,193,045. This has 

















Pamphlet Describing 


_ Ten Liberty 


Loan Issues 


With the issuance of Victory Liberty 
Loan Notes, there are outstanding 
ten separate and distinct Liberty 
Loan issues. Each is equal in secur- 
ity to the other, but each differs in 
some special detail or feature. We 
have prepared a unique pamphlet de- 
scribing all of the ten issues and set- 
ting forth clearly the tax exemption 
features of each. If you desire a 
copy, please ask for Pamphlet No. 
708. 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 
Members New York Stock B™xchange 
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been presented to the Director General, but 
10 allowance has been granted. The alterna- 
tive to executing a contract on the standard 
eturn is to accept 90% of the return and sue 
n the Court of Claims for the additional com- 
yensation. We are giving this careful con- 
ideration. , 

“In addition to the 30 new locomotives we 
purchased in 1917, the Director General has 
allocated to your company 30 more at a cost 
»f $1,432,670. Your directors have protested 
this allocation. 

“The Director General has also allocated 
to us 2,000 cars at a cost of $5,610,000. Your 
lirectors protested this also. 

“It will be noted the net operating income 
»f $9,217,000 lacks $6,666,890 of being suffi- 
cient to earn the standard return of your com- 
pany. This is partly due to the fact of large 


increased wages, effective Jan. 1, 1918.” 


Great Northern to Expend $15,000,000 in 
Construction 

Federal Mgr. Kinney stated that the new 
Rockford cutoff of the road will be constructed 
this year. This will provide the line with a 
more direct route through Montana to the 
Pacific coast and will tap the largest wheat 
sections of the State. 

The cutoff will involve 300 miles of road and 
bridging the Missouri river. It is estimated 
to cost $15,000,000 and work will be begun as 
soon as Congress passes the R. R. appropri- 
ition bill. 


Injunction Against Hocking Valley 
Dismissed 
U. S. Supreme Court dismissed for want 
»f jurisdiction the appeal of W. B. Hayes 
against the company to restrain it from build- 
ing a yard and laying tracks in Toledo. 


Illinois Central Receives $3,225,000— 

$7,000,000 Suit 

The annual report says in part: 

“There was received from the Director-Gen- 
eral during the year on account standard re- 
turn $3,225,000. The government contracted 
for a large amount of equipment and towards 
the close of the year assigned to your company 
1,000 50-ton hopper coal cars and 1,000 50-ton 
gondola coal cars, to cost $5,514,000. 

“None of the cost of the 2,000 coal cars 
purchased by the Director-General and allo- 
cated to your company is included in the 
annual report. 

“Equipment trust certificates amounting to 
$5,500,000 were issued under lease and agree- 
ment to provide funds to pay for 20 locomo- 
tives, 116 passenger cars, and 2,000 freight 
cars. This equipment was received and 
placed in service last year.” 

R. V. Fletcher, general counsel of company, 
was before the Supreme Court defending his 
company in one of the biggest suits ever filed 
in Mississippi—that of Robertson, revenue 
agent, vs. the Mississippi Valley Co., a holding 
company for the Illinois Vallley R. R.’s, which 
involves taxes claimed to be due on old stock 
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and bond issues of these organizations and 
involving $7,000,000. The lower court decided 
against the state. 


Lehigh Valley Informs Government of 
Short Compensation 

President Loomis, in his annual report, says 
the company received in 1918 nothing for Fed- 
eral compensation, but borrowed $2,000,000 
from the R. R. Administration, and had to 
deposit $3,500,000 consolidated bonds as col- 
lateral. - 

He said further: “The Government was in- 
formed the compensation allowed was $900,- 
000 short. 

“This claim was rejected. As a result we 
will have a similar loss every year the com- 
pany is under Federal control.” 

Referring to the $15,000,000 ten-year 6s of 
Sept. 1, 1918, he said: 

“Under normal conditions we would not 
issue these, but not receiving any rental from 
the R. R. Administration, were compelled to. 

“During the year we were notified there had 
been allocated to us 3,300 new cars, costing 
$9,647,600. The board protested, and, the Ad- 
ministration canceled 1,000. A further pro- 
test was made, and the Administration notified 
we would not accept the equipment. 

“The prospects of 1919 are not encouraging, 
due to decreased demand for coal on account 
of cessation of war activities.” 


M., K. & T. Land for Refineries Sold 

Two important deals were made which in- 
sure the locating of two oil refineries, the State 
Refining Association of Dallas purchasing 25 
acres of land adjoining the town on the west, 
along the line of the Missouri, Kansas & Texas 
R. R., on which they propose to build a re- 
finery of 1,500 barrels capacity, and W. D. 
Hunter of Burkburnett buying 24 acres east 
of town on Missouri, Kansas & Texas track- 
age, on which he and a number of associates 
from Burkburnett will build a 2,000-barrel re- 
finery. 


Missouri Pacific Purchases T. & P. Stock 

Annual report will show largely increased 
holdings of Texas & Pacific Ry. stock, giving 
it working control. Although the shares were 
purchased in 1917, they were not delivered 
until February, 1918, so they did not appear 
> company’s balance sheet as of, Dec. 31, 


National Railways of Mexico Will Ask U. 
S. for Equipment 

It is understood that the company will make 
formal application to the U. S. Railroad Ad- 
ministration for a loan of several thousand 
cars and locomotives so that international pas- 
senger and freight traffic may be properly 
handled. 


Penn Borrows $22,000,000 
Pennsylvania Railroad, of which the Grand 
Rapids & Indiana is a part, has borrowed 
$22,000,000 on its own credit to pay bills along 
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its lines incurred under Government operations 
for supplies, materials, fuels and construction. 
The failure of Congress to make appropri- 
ations left the Railroad Administration with- 
out adequate funds and the action of the 
Pennsylvania saves embarrassments of delay 
in payment. 
St. Louis-San Francisco Receives Offer for 
Subsidiary Interest 

That Directors have received an offer for 
one-half interest in the stock of the New Mex- 
ico & Arizona Land Co., is admitted by a com- 
pany official to be correct. There are 1,000,000 
shares outstanding with par $1. 

The land of the company is known to con- 
tain coal or lignite and possibly gold. 


T. & P. Starts Drilling 

Contract has been made with the Texas & 
Pacific Coal & Oil Co. to explore part of the 
railway company’s acreage in the Ranger oil 
field. Under the latter’s auspices, a well is 
now being drillled on land owned by the 
road off the right of way. 

The section on which drillling operations 
have started covers only a few acres. Upon 
the results will depend whether the railroad 
will make additional contracts for drilling 
operations on other land it owns in the 
Ranger field off the right of way. 


INDUSTRIALS 








American Agri. Chemical’s Outlook Good 


High-priced inventories are being gradu- 
ally worked off. It is expected that by the end 
of 1919 it will be much smaller. The outlook 
for larger earnings in the current fiscal year 
appears to be bright. 


Beet Sugar’s Acreage Increased 

Directors in discussing the trade outlook 
said that the beet-sugar acreage of the com- 
pany for the current year is 70% larger than 
a year ago, but that this probable increase in 
supply will not be sufficient to meet an ex- 
pected increased demand as a result of pro- 
hibition. He stated that confectioners and 
other large consumers of sugar are already in 
the market endeavoring to make contracts 
for future deliveries and he predicted with a 
removal of Government regulation the price 
of sugar will advance to much higher levels. 

® 


Hide & Leather’s Outlook Good 

With the ban lifted on the sale of upper 
leather, the company has been able to work 
off at high prices a substantial part of in- 
ventory of these goods. Contracts for light 
uppers with the British Government of $5,- 
000,000, with the French Government for 
$1,000,000, and with South America for 
$1,000,000 were filled mostly out of inventory. 

Hide prices are rising but as yet there has 
been no like advance in the selling cost of 
the finished product. It is felt that propor- 
tionate increase in prices of finished leather 
are sure, and the company will benefit as it 
has large stocks on hand. 
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Steel Foundries Votes New Issue 

Stockholders at a special meeting voted 
unanimously to create a $25,000,000 7% non- 
voting pref. stock issue and to increase the 
number of common shares by issuing 515,520 
new shares of a par value of $33 1/3 share in 
exchange for the 178,140 present shares of 
$100 par value. 

In reply to a question from a stockholder 
as to chances for dividends on the common 
as a result of the creation of a preferred stock 
issue, Pres. Lamont said the chances should be 
better than ever. He explained it was not 
proposed to do anything to reduce the respon- 
sibilities of the common. It was not intended 
to issue all the preferred stock immediately 
but only in exchange for properties that should 
earn the preferred dividends and leave a bal- 
ance for the common. Mr. Lamont pointed 
out that the earnings of the company in past 
years have fluctuated considerably with the 
railroad situation, and that five of the com- 
pany’s plants were now shut. The properties 
it was proposed to buy had good earnings rec- 
ords in the past, and were not dependent on 
new equipment buying. 


American Writing Paper to Issue Bonds 

At a special meeting of stockholders of the 
company, the proposal to issue $12,000,000 re- 
funding bonds was approved. The issue is to 
refund $11,118,000 first mortgage 5% gold 
bonds maturing July 1, 1919. The plan taking 
care of the bonds was declared operative some 
time ago. More than 94% of the bonds were 
deposited. 


Associated Dry Goods 1919 Prospects De- 
pends on General Readjustment 
President Reyburn, in his annual report, 

said in part: 

“Satisfactory progress has again been made 
by Lord & Taylor, of which your company 
owns control, the Surety Coupon Co., wholly 
owned by us, and C. G. Gunther’s Sons, of 
which we own common stock. 

“Prospects for 1919 are dependent on the 
general readjustment. Business will be done 
in 1919 on a falling market, but stocks in our 
various stores are in good shape, and they will 
not suffer any serious loss due to reduced 
prices. 

“The business for all stores in January and 
February, 1919, has been better than last year.” 


Bethlehem Steel on 40% to 50% Capacity 
Basis 

President Grace said that operations at the 
steel plants of the corporation were now be- 
tween 40% and 50% of capacity. Shipbuilding 
plants are all operating full. 

Corporation has declared an extra dividend 
of 34% on both classes (A and B) of the 
common stock, in addition to the regular 
quarterly dividend of 14%. 

Three months ago the corporation declared 
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an extra dividend of 14%, in addition to the 
regular quarterly disbursement. 


Cuban-American Produces 1,200,000 Bags to 
Date 

Has been making a record output at its 
Chaparra and Delicias centrals. Production 
in one week was 63,169 bags. 

Chaparra and Delicias will grind until Au- 
gust, as they are in the eastern part of the 
island, where the season is long. 

If conditions continue favorable, the com- 
pany should turn out 2,000,000 bags in 1919, 
compared with 1,724,750 bags last year. It is 
understood production to date has been 1,200,- 
000 bags, or 60% of the estimated total. 


Cuba Cane Expects no New Financing at 
Present 

Bankers in touch with affairs of the cor- 
poration say the question of financing has 
not yet been discussed, and that sale of bonds 
will not be considered for two or three months 
or after grinding season. 

It is pointed out that increase in output this 
year should result in good profits and larger 
payments to colonos on increased production 
and should put them in position to repay ad- 
vances made them by the corporation. 


International Agricultural Prospects Bright 
Sales of fertilizer, so far in the season, have 
been ahead of last year. Although the com- 
pany has been operating its plants full, its 
stocks are practically depleted. 
Prices received for fertilizer have been 
higher than last year. At the beginning of 


the season the company wa scarrying a large 


amount of high-grade raw materials, but it 
has been able to work off all these at satis- 
factory profits. 

The decline in the price of sulphuric acid 
has not affected earnings as International Ag- 
ricultural has needed all the acid it received 
for fertilizer manufacture. 

The company is one of three phosphate 
companies that recently combined under the 
Webb act for export trade. Prospects for ex- 
port business in phosphate rock are bright. 
Exports at present are handicapped by lack 
of shipping space. 

In the near future the company will erect 
two or three new plants in New England and 
Western Pennsylvania, where a steady de- 
mand for fertilizer can be depended on. 


Int. Nickel at Low Capacity 
There is no change in the local mining and 
smelting situation with respect to the com- 
pany operations, and none is anticipated. Both 
Creighton Mine and Copper Cliff works are 
reduced to the minimum, but the entire works 
are in full running order. 


Int. Paper Favored by Decision 


I. C. Commission, in the case of this com- 
pany vs. Lake Erie & Western Railroad Co. 





Western Securities 


TN many instances western secur- 

ities present investment oppor- 
tunities not to be,found in the 
eastern offerings with which you 
are familiar. 


At the present we are prepared to 
furnish data concerning a first 
class 7% investment. Information 
on request. 


Westheimer & Company 


Cincinnati, Ohio Baltimore, Md. 
MEMBERS OF 

New York Stock Exchange 

Cincinnati Stock Exchange 

Chicago Board of Trade 


SPECIALISTS IN OHIO SECURITIES 














KING EDWARD HOTEL 
TORONTO, CANADA 
The only modern, fireproof hotel serving 
the 500,000 people of Toronto, Capital of 


Canada’s wealthiest and most thickly 
peopled Province. 

The property has recently been acquired by 
The United Hotels Company of America 
and present earnings indicate a return of 
15% on Common Stock. 

We offer 7% 15-year Sinking Fund Bonds 
PRICE 100, TO CARRY 40% BONUS IN 
COMMON STOCK 
Write us for further particulars. 
Interest payable in New York in on and 

October. Denomination, $500 


(jraham Sansom & (7 


INVESTMENT BANKERS 
Members Toronto Stock Exchange 
TORONTO, CANADA 
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et al., finds: Rates on newsprint paper, from 
Niagara Falls, N. Y., to Little Rock and Fort 
Smith, Ark., to be unreasonable over certain 
routes, but not over the Lehigh Valley Rail- 
road as the initial carrier. Reparation 
awarded. 

2.—Increased rate, effective Jan. 29, 1915, 
from Niagara Falls to Fort Smith, have been 
justified. 


Nova Scotia Steel Merger Not 
Considered 

A director speaking of reports that the 
present dispute about coal area leases in Cape 
Breton might cause a resumption of merger 
negotiations with Dominion Steel Corp., of 
which Dominion Coal is a subsidiary, inti- 
mated that this was not being considered. He 
intimated the desire of the company was to 
see legislation to make effective an exchange 
of coal areas. 


Republic Iron & Steel Buys De Forest 
Sheet & Tin Co. 

Chairman Topping states that the DeForest 
Sheet & Tin Plate Co. property purchase con- 
sists of 8 sheet mills, 2 jobbing mills with 
a manufacturing site of 225 acres. The total 
capacity is 60,000 tons annually of sheets, with 
a line of roofing products. : 

This gives a new line of business and addi- 
tional acreage of desirable manufacturing 
property to extend its developments along 
highly finished lines of iron and steel products. 








Buy Time Tested 


Securities 


On The Partial Payment Plan with a small initial 
payment 


Industrial Stocks like PROCTER AND GAMBLE 
with known records and great earning power 
facilities. 
Public Utilities Stock like CITIES SERVICE 
COMPANY, Bankers Shares, low priced stock, 
having an immediate market, yielding an income 
of about 14% per annum payable monthly. 
One “Bankers Shares” represents 1/10 of a share 
of common stock and receives proportionate divi- 
dends as the common stock, which is paying a 6% 
cash dividend and a 12% stock dividend annually, 
payable monthly. In 1918 earnings on CITIES 
SERVICE common stock was $61.67 per share 
after payment of taxes and preferred dividends. 
A descriptive circular of “Bankers Shares” will be 
mailed on request. 
The securities in your name and receive the divi- 
dends direct, while you are paying for them, if 
you desire. 
“Our Partial Payment Plan” is an attractive 
booklet that explains how you may purchase high 
grade securities by this method. 

Write for your copy “P” today. 


A. & J. FRANK, 


Bonds—Stocks, 
5th Floor, Union Trust Bldg., Cincinnati, O. 
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United Food Products Large Yeast 
Business 

Is well started on its yeast business. Though 
dominated by the Fleischmann concern, it ha 
been an impossibility to supply demand fo: 
the new yeast. As a result it is expected th 
big Peoria distillery will be converted int. 
yeast-making to help the capacity of the Bal- 
timore plant. By the end of 1919 both fac- 
tories ought to be turning out 40,000 Ibs. o: 
yeast daily. 

The sugar product operations, which wil 
be the big department, are started and shouk 
have goods ready for market by June. Fou: 
plants will be converted for these purposes 
chief of which will be the Majestic distillery 
at Terre Haute. 

The company is liquidating some of its 
whiskey holdings, but will be unable to sel! 
all unless war-prohibition is lifted. 


U. S. Steel Cuts Out Extra Dividend 

The corporation has declared the regula: 
quarterly dividend of 114% on its common 
-_ payable June 28, to stock of record May 


Three months ago an extra dividend of 
1% was declared. 

The corporation, for the quarter ended 
March 31, 1919, reported net earnings, after 
taxes, of $33,513,384, against $36,354,165 in the 
December, 1918, quarter, and $56,961,424 in 
the March, 1918, quarter. 


Willys-Overland Restrained from Texas 
Operaticns 

_ Court of Civil Appeals granted a temporary 

injunction to the state, restraining the com- 

pany from operations in Texas, holding that 

such is in violation of the state anti-trust 

laws. 

It was announced April 22, 1919, that th: 
$400,000 distribution by the company to em- 
ployes was not in lieu of increased wages 
recently demanded, and would not satisfy 
the workers. - 


PUBLIC UTILITY NOTES 





Amer. Express Has Large Banking Business 

A representative of the company in France, 
said on his arrival here that the concern did 
an extensive banking business with the Ameri- 
can Expeditionary Forces. 

“At the time of the armistice,” he said, 
“the company had 45,000 accounts and cash on 
hand of $15,000,000. We have now 11,000 
open accounts.” 

Boston Elevated 9 Mos. Deficit $4,000,000 

Public operation of the street railway sys- 
tem formerly operated by the company in 
nine months to April 1 has made a deficit for 
the tax payers of Boston and vicinity of 

000,000, which is increasing $225,000 a 
month. 


; The deficit under the different rates of fare 
is: 
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Assured 
Income 


ITIES SERVICE COMPANY’S 
84 public utility and 27 oil sub- 
sidiaries afford the investor the 
strength of diversified investments. 
The Company is not subject to risks 
encountered by corporations restrict- 
ed to a single line of business. 
Preferred dividend was earned over 
five times in 1918. 
Cities Service Preferred Stock yields 
about 74%4% at present prices. 
Monthly Dividends 
Monthly Earning Statements 
Write for Circular 1-103 





Henry L. Doherty & Company 


60 Wall Street New York 











Deficit 

$700,000 

2,400,000 
900,000 


$4,000,000 
A ten-cent fare is necesary to establish the 
Soston street railway sysiem on a profit- 


ble basis. 


month of 5-cent fare 
! months of 7-cent fare 
4 months of 8-cent fare 


Chicago Elevated Collateral Trust Will Ask 
Fare Increase 

Chicago elevated lines are about to ask Pub- 

: Utilities Commission for a second increase 

rates. Last November elevated lines rais« 
ires to six cents. 

“We cannot get along on a 6-cent fare,” 
aid an official. “We pointed out at the last 
increase that we needed $7,300,000 additional 
yearly. The extra penny has given relief to 
the extent of only $900,000. This means 

ficit of $1,400,000 unless we charge higher 
fare.” 


Cities Service Increases Preferred Stock 


Application has been filed at Dover, Dela- 
ware, to increase its authorized preferred 
stock from $15,000,000 to $20,000,000. 


Cons. Gas & Balt. Authorizes $100,000,000 
Mortgage 

Shareholders have authorized the creation 

of a mortgage of $100,000,000 subject to vary- 
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ing rates of interest and maturities. The 
purpose is to provide funds for new construc- 
tion work and to take care of present obliga- 
tions at maturity. The initial issue bonds 
under a mortgage will be $3,500,000 at 6%, and 
running 30 years. This issue will be used as 
collateral, in part, for 7% notes recently sold. 


Cons. Gas of New York 

Motion to dismiss the suit of the company, 
which sought to have the eighty-cent gas law 
declared unconstitutional and confiscatory and 
asked for injunctions restraining the city and 
State authorities from attempting to enforce 
the law, was filed in the Federal Court by 
District Attorney Swann, one of the defend- 
ants. 

Mr. Swann alleges that the complaint fails 
to state sufficient facts to constitute a cause 
of action; that the eighty-cent gas law is a 
valid statute; and that it is not shown that the 
rate is confiscatory 
Order Issued to Examine N. Y. Railways 

Judge Mayer, in the U. S. District Court, 
has issued an order authorizing Job E. Hedges, 
as receiver of the New York Railways Co., to 
make a contract for an examination of the 
properties and finances of the company by 


Stone & Webster, the engineering firm, and - 


by Price, Waterhouse & Co., accountants, the 
scope to be determined by the receiver. Ex- 
penses of the examination may be defrayed 
from funds in the receiver’s possession, but 
future arrangements may be made for reim- 
bursements of the receiver by committees of 
scurity holders interested. 

Charter Voted United Electric Railways 

Charter has been granted by the Rhode 
Island House of Representatives to the com- 
pany, the new corporation, which will take 
over the holdings of the Rhode Island Co. and 
its underlying properties 

The charter provides that the corporation 
shall be capitalized at $500,000 and gives the 
incorporators the authority to take over the 
properties of the Rhode Island Co. and re- 
lated corporations on a basis to be agreed 
upon. 

Among other provisions is one under which 
the P. U. Commission shall approve all stocks 
and bond issues of the new corporation, and 
another that the State shall always have one 
member on the board of directors of the 
company. The act now goes to the Senate 
of the State for approval. 

United Railroad of San Francisco Decision 
Does Not Bar Damages 

Although the U. S. Supreme Court denied 
the application of the company for an injunc- 
tion against city officials, the decision handed 
down in no way prejudices the right of the 
company to seek damages. In asking for an 
injunction against competitive street car lines, 
the company also asked for damages for al- 
leged loss on its franchises. 
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OIL NOTES 


Boone Oil to Build Refinery 

An official is investigating and securing esti- 
mates on the cost of a big refinery. It is 
expected that $30,000 will be spent, with loca- 
tion at Shreveport, La. The first unit of the 
new refinery will have a daily capacity of 
1,500 barrels. In addition, a 55,000 barrel ca- 
pacity steel tank will be built in the near 
future. 





Caddo Oil Stocks Sold to New York 
Interests 

All stock has been sold to New York inter- 
ests at a price to yield stockholders $35 per 
share in 6% ten-year gold sinking fund bonds. 
The new company proposes to build a 5,000- 
barrel capacity refinery and these bonds will 
be secured by a first mortgage and 10,000 acres 
of leases and a second mortgage upon all 
property of the company subject to a closed 
mortgage of $2,122,000. 


Continental Refining Now Paying Dividends 
Quarterly 

First quarterly dividend of 3% has been 
- declared on the common stock payable May 15 
to holders of record April 30. A dividend of 
1% was paid monthly from Dec., 1917, to 
Jan., 1919. From Julv, 1918, to Jan., 1919, 
the dividend was paid in script. 


Elk Basin to Acquire New Territory 

Negotiations are said to be under way 
whereby the company will acquire property in 
the Rock Creek oil field in Wyoming. 


Home Oil to Build 
Has contracted to construct 15 stills and 
wax factory of brick and concrete to cosf 
$1,500,000 and will install oil refinery with a 
daily output of 900 bbls. 


Island Oil March Shipments 
Exports from Mexico in March amounted 
to 699,000 bbls., accordnig to an official state- 
ment. 


Mex.-Pete Shipments Fall Off 

Made a poor showing in regard to Mexican 
oil shipments in March, when it shipped only 
637,000 barrels. This contraction in exports 
from Mexico has been growing since Novem- 
ber last, during which month the company 
shipped 1,650,000 barrels. 

The falling off is due to sudden stopping of 
war demand for fuel oil. 

A comparison of shipments from Mexico 
by the company in the last several months 
follows: 

November, 1918, 1,651,109 barrels; Decem- 
ber, 1918, 1,404,170 barrels; January, 1919, 
1,113,610; February, 1919, 865,095; March, 
1919, 637,052. 
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J.R. Bridgeford & Co. 


111 Broadway New York 
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Ohio Cities Gas Dividend Reduction 

Dividend of 4% ($1) a share declared for 
the present quarter on the company stock, 
probably represents the quarterly rate that 
will be maintained for the current fiscal year 
ending March 31, 1920. 

Reduction of quarterly disbursement at this 
time was done in the interests of conserva- 
tism. The company has large plans for de- 
veloping its oil business. These will include 
an expansion of all departments, production, 
transportation and marketing, besides the pur- 
chase of some additional properties. 

All the $9,000,000 received from the sale of 
common stock has not yet been invested and 
it will be some time before the earning power 
of the sums already invested is forthcoming. 


Pierce Oil Drilling New Wells 

This company is putting down three wells in 
Stephens County, Tex., in the Ranger field. 
Two will be completed by May 1. A fourth well 
in Eastland County, is down 750 feet. This 
drilling is on property leased from the 
Texas Pacific Coal & Oil Co. 

The corporation now has 70,000 acres of 
oil lands in Texas, Oklahoma and Kansas, 
carried at $50 an acre. Interests in the com- 
pany say they have recently been offered 
$2,700 an acre for some of their Texas lands. 
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Producers Refining Secures 18,000 Acres 

To date this corporation has secured oil 
and gas leases in the new fields of north cen- 
tral Texas covering 18,000 acres. 

The company has recently entered upon its 
drilling and development campaign in these 
lands. 


Royal Dutch Acquires Large Lease in 
Canada 


Great Britain has given a lease on a large 
tract in the Peace River District, Canada. 
Under direct fostering of the British Govern- 
ment, the company thus becomes a stronger 
competitor of the Standard Oil than ever. 
The opinion is that the British Government 
has determined to make the company a semi- 
official British oil producer which shall assure 
both English Navy and Merchant Marine of 
a sufficient supply of oil at all times. 


Sinclair Oil to Merge with Sinclair Gulf 

Consolidation of the corporation and the 
Sinclair Gulf Corp. is nearing completion. It 
will include no other oil company. The largest 
banking interests are interested, and produc- 
tion, refining and marketing on a large scale 
are proposed. Millions will be spent for the 
development of the merged companies’ 
properties in this country and in Mexico. 


Stanton Oil Acquires 9,000 Acres in Texas 

Nine thousand acres have been acquired in 
the Ranger field by this concern. A substan- 
tial portion is on a line between the Nor- 
wood and Carey wells, each producing 12,- 
000 barrels daily. 

Texas is a new field for the company, whose 
operations heretofore have been in Kentucky. 


Texas Co. Plans Expansion 

In connection with its plan of expansion, 
company will erect bunker oil stations at 
Tampa, Key West and Pensacola, Fla., Mo- 
bile, Ala., and at Savannah, Ga. Improve- 
ments will be made to plant at various points 
along the Atlantic coast. The new work at 
Mobile and Pensacola will include four 3,000,- 
000-gallon oil tanks, two in each city, in addi- 
tion to the storage already on hand. 


Texas Pacific Land Trust Leases Properties 

Practically all of its acreage in Stephens 
and Palo Pinto counties, part of the proven 
district of the Ranger oil field, has been leased 
for oil drilling. In Stephens county there are 
3,777 acres and 6,761 acres in the Palo Pinto 
county, all of which, with the exception of 
640 acres in the latter county, have been 
leased to the Texas Pacific Coal & Oil Co. 
and Sinclair Co. Under the lease these com- 
panies pay all drilling expenses and the Texas 
Pacific Land Trust receives a royalty of from 
10% to 12%4% on the oil produced. The two 
oil companies are each drilling a well on this 
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land, one being down about two thousand feet 
and the other more than 1,000 feet. Neither 
of these has as yet reached the oil sand. 


Ventura Consolidated Earns $240 Per Share 

Report for 1918 shows net earnings before 
taxes and charges of $1,150,867. This is after 
interest, and is equivalent to $240 per share 
on the 495,000 shares of stock. Compared 
with net earnings of $760,599 in 1917, this 
represents an increase of 50%. 





MINING NOTES 





Alaska Gold Operating at an 8c. a Ton Loss 

Operations of the company in 1918 
showed a loss of 8 cents a ton, against a 
profit of 13 cents a ton in 1917, 


American Smelting & Refining Freight 
Complaint Filed 


Increased freight rates put into effect by 
the Railroad Administration were attccked 
by 11 large mining and smelting corpora- 
tions in a complaint filed with the I. C. 
Commission against Director General Hines 
and Federal control carriers. 

While the general increase was only 25%, 
the complaint alleged the actual advance 
on smelter products was 170%. It was said 
that while the market prices of articles of 
commerce had increased greatly as a re- 
sult of war, the Government had fixed the 
price of copper products at a much lower 
figure than had been the ruling market 
quotation nad that the cost of production 
of smelter products also had advanced more 
than 75%. 

Relief from the alleged unjust and dis- 
criminatory rates and reparation for al- 
leged overcharges were asked. It was re- 
quested also that the carriers be required 
to establish transit rates through Baltimore 
such as are in effect through other refining 
points. 

The complainants are American Smelting 
& Refining Co., American Smelters Securi- 
ties Co., U. S. Zine Co., Garfield Smelting 
Co., Baltimore Copper Smelting & Rolling 
Co., Consolidated Kansas City Smelting & 
Refining Co., Federal Lead Co., Ray Con- 
solidated Copper Co., Utah Copper Co., 
Chino Copper Co., and Nevada Consoli- 
dated Copper Co. 


Anaconda’s Subsidiary Promising 


Walker Mining Company’s mill is treat- 
ing daily 250 tons of ore, according to 
information from this California property, 
recently acquired by the Anaconda, and it 
is expected this will be increased to 1,500 
daily during the coming summer when the 
aerial tramway is placed in operation, to 
facilitate handling of the rock. 

Engineers of the Anaconda believe they 
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have a promising subsidiary with a large 
tonnage of high-grade copper and silver 
ore either blocked out or indicated. Only 
development work at the Walker mines has 
been done thus far. 


Cerro de Pasco Earns 49c. a Share 


Reports for the year ended Dec. 31, 1918, 
surplus after depletion, depreciation, inter- 
est an dtaxes, of $441,916, equa! to $0.49 a 
share on the 898,224 shares of no par, com- 
pared with $6.28 a share in 1917 on the 807,- 
585 shares. 


Chile Copper Bond Payments Extended 


Another extension of four months has 
been given to holders of the second ex- 
tended installment receipts of the collateral 
trust 6% gold bonds, series A, of the com- 
pany. Payment was to have been made 
on May 29, but it was extended until Sept. 
29, 1919. 

Holders who elect to extend the time 
of final payment should surrender their 
receipts at the Guaranty Trust Co. on or 
before May 29. 


Chino Produced 79,340,372 Lbs. Copper 


The annual report said in part: 

“Gross copper production for the year 
was 79,340,372 lbs. In addition there was 
produced gold and silver valued at $39,731. 

“Costs increaged rapidly through the year 
and stood at their maximum at the end of 
it. Since then changes in operating con- 
ditions have resulted in some decrease, but 
costs are still 100% above prio= to the war, 
and will continue high. At present opera- 
tions are 50% of average. 

“A recalculation of ore reserves as of 
Dec. 31, 1918, shows 95,580,737 tons, averag- 
ing 1.63% copper, remained unmined. The 
remaining ore reserves at this time are in 
excess of those reported in the past, not- 
withstanding 18,000,000 tons have been re- 
moved. 

“In the latter part of the year a property 
was purchased consisting of 46 patented 
mining claims of an area of 643 acres, to- 
gether with machinery equipment. 

‘ ‘The company now has 206 mining claims, 
covering 3,493 acres. 

“The average cost of net copper for the 
year, after deductions for smelter allow- 
ances and crediting precious metal values 
and miscellaneous income, was 17,178 cents 
per lb., compared with 11.39 cents per Ib. 
for 1917. 


Davis-Daly at 60% of Capacity 


Taking advantage of the present lethargy 
to prosecute construction and improve- 
ments. It is at present operating at 60% 
of capacity. 

The company intends to build over its 
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surface equipment and modernize its ma- 
chinery so that when copper market war- 
rants, production can be raised to 18,000 
tons of ore a month. 


Dominion Coal Resumes Shipments 


Has resumed shipments to the St. 
Lawrence trade with the arrival of two 
cars of Nova Scotia coals and it is hoped 
to restore to home mines the consumption 
which was forced to take American coal 
during the war. 


Granby Has 9,000,000 Lbs. Unsold Copper 


Has been maintaining operation on high 
grade ores at its Grand Forks smelter 
and Phoenix mine on a limitel scale. 
Results have netted the company from 
$10,000 to $15,000 monthly. When material 
has been exhausted the prvperty wil! be 
closed down. 

The Anyox unit of the company has in- 
creased its volume of ore handled, and by 
May should be handling all the ore the 
management desires to produce at present. 

The company now has 9,000,000 Ibs. of 
unsold copper, compared with 12,000,000 Ibs. 
a month ago. 


Hollinger Net for 3 Months $584,684 


Has issued a statement covering three 
four-weekly periods from Jan. 1, to March 
23, 1919, in which total recovery is shown 
as $1,368,980 and net profits after charges 
taxes, etc., $584,684. 

Production costs per ton were $5,381, 
compared with $4,937 for 1918. The mill ran 
59.7 of possible running time, treating 138,- 
260 tons of which 17,519 tons came from 
development. Average value of ore treated 
was $9.78 per ton, compared with $10.24 
last year. 


Isle Royale April Production Decreases 


Production of copper from mines of the 
Lake Superior district will show a falling 
off in April of 10% from March. Isle Roy- 
ale will materially decrease, Franklin will 
be off 30%, Mass Consolidated will be off 
20%, Calumet & Hecla 30%. 


Miami Starts New Construction 


The annual report states: 

“New construction during 1918 was limited 
to work already started. We now have avail- 
able capacity of 6,000 k. w. to be increased to 

000 k. w with the generating units now in 
place. 

“The result of the year’s operations are 
satisfactory and mine and mill can continue 
production at the rate reached. At the end of 
1918, 45% of the original reserves of the prop- 
erty had been extracted. In the remaining ton- 
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nage, on account of its higher grade, a greater 
production of copper from the same tonnage is 
looked for. During the next few years greater 
profit is expected from the handling of oxi- 
dized and low-grade ores on the property.” 


Mother Lode Coalition Incorporates 


Mother Lode Coalition has 2,500,000 shares 
of no par value. Kennecott interests will re- 
tain 1,275,000 shares or 51%, and elect four of 
the seven directors. Mother Lode Copper 
Mines stockholders will receive 1,225,000 
shares or 49%, and elect three directors. This 
will make it possible for stockholders to ex- 
hange their shares for stock in the new com- 
vany on the basis of 1 share ($10) par of 
Mother Lode Copper Mines for 1.633 shares 
f Mother Lode Coalition. 


Nevada’s Costs Increase 4.92c. Per Lb. 

“The decrease in profits in 1918,” says the 
annual report, “was due to increased costs over 
1917 of 4.92c. a lb., and the reduction in the 
price of the metal. Last year’s earnings were 
computed on a price of 21.049 cents a Ib., 
wainst 23.75 cents in 1917. Average price re- 
eived for metal actually delivered in 1918 was 
‘4.57 cents a Ib. 

“The reserves of ore remaining in Copper 
Flat area and Ruth mine at close of 1918 to- 
taled 68,549,644 tons, with 1.57% copper. This 
ncludes 2,523,000 tons developed in course of 
the year’s operations. New ore added to re- 
serves equaled 60% of the tonnage mined and 
treated. It is expected when further develop- 
nent is undertaken, substantial additions to 
eserve will be disclosed. 

“Net production was 76,607,062 Ibs. copper, 
compared with 82,040,508 Ibs. for 1917. This 
decrease of nearly 7% is due chiefly to lower 
recoveries.” 


North Butte Produces Over 20,000,000 Lbs. 
Copper 

The annual report said in part: “Production 
was 20,680,695 lbs. copper, 891,157 ozs. silver, 
and 1,374 ozs. of gold; average prices received 
were: 

Copper, 24.729 cents a Ib. 

Silver, $1 an oz. 

Gold, $20 an oz. 

“During 1918 your company was practically 
under government control. Its output was 
ubject to purchase by the War Industries 
Board. The effect of this policy is shown by 
comparing sales on Jan. 1, 1917, when your 
company had its entire stock sold, and had 
oversold 4,504,200 Ibs., with Jan. 1, 1919, when 
not a pound of copper in process had been sold, 
and in addition your company had on hand 
1,616,870 Ibs. of copper ready for delivery.” 
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Is doing no mining, production being con- 
fined to such rock as is knocked down in the 
course of development work. It is employing 
only 400 as compared with a normal of 1,400; 
tonnage is less than one-fourth of normal. 


St. Joseph Lead Has Labor Difficulty 


Commissioner Gill has been assigned by the 
Department of Labor to attempt conciliation 
of a serious situation in the lead mining in- 
dustry of Missouri. The miners charge that 
the company has repudiated the award of the 
War Labor Board in regard to wages and 
working conditions. About 500 men are in- 
volved. 


Tuolumne Working on Shaft 
Sinbad shaft, the chief working of the Main 
Range group of claims owned by the company, 
is now down 900 feet. It will be sunk to the 


. 1,200, but at the 1,000 a station will be cut and 


the veins crosscut at that depth. Copper pro- 
duction costs of the Tuolumne are said to be 
the lowest in Butte. 





UNLISTED NOTES 





American Bosch Earnings in April 


During April net earnings of the Ameri- 
can Bosch Magneto Corporation were re- 
ported at between $70,000 and $75,000, which 
is at the annual rate of $15 a share. This 
is by far the best month of the current year 
and compares with net earnings of about 
$45,000 in January, o requivalent to the an- 

ual rate of $9 a share. A constant increase 
in the demand for the company’s products 
is being shown, and while the production 
is being enlarged sales are well in excess 
of the output. In April orders for more 
than 14,000 magnetos were booked. The 
management plans to increase production 
intil it will be double the largest output 
when the concern was German-owned, but 
this is not expected to be attained until 
september. 

American Chicle Plans $2,000,000 Factory 


Is planning an immense factory building at 
Long Island City to cost $2,000,000. 


Cramp Shipbuilding’s 8 Mos. Surplus 
$1,085,326 

The annual report of the company gives an 
income account for the eight months ended 
Dec. 31, 1918, as follows: Net all departments, 
$1,539,095, as compared with $1,507,402 in 1917; 
depreciation, $281,725, as compared with $196,- 
550 in 1917; interest etc., $172,044, as compared 
with $192,659 in 1917; surplus, $1,085,326, as 
compared with $1,118,193 in 1917. 





184 THE MAGAZINE 
Curtiss Aeroplane Would Buy Government 
Stock 
An inventory and appraisal of 2,716 training 
airplanes and 4,608 Curtiss OX motors is now 
being undertaken by army officers and Curtiss 
engineers to agree on a price the Curtiss cor- 
poration may buy back in bulk all the airplanes 
which it sold to the Government and which 

are now to be discarded by the Government. 


Diamond Match Reports Decrease in 
Business 

President Fairburn said, at the annual meet- 
ing: “Business has declined since the armistice, 
and I do not expect this year will be as good 
as the past three years, although consumption 
is uniform, because the trade got heavily 
stocked up. 

“The company has gone through a few hard 
months. We are independent of any other 
company, and of any country, and of any con- 
ceivable conditions. We can obtain all of our 
materials and are the only absolutely independ- 
ent match company in the world. Our busi- 
ness is the most general and most diversified. 

“We are not importing at present. Our 
Spokane plant is the best I’ve seen. Our Sa- 
vannah plant will not be sold. Our experience 
with it the next few years will determine its 
future.” 


Fisk Rubber Changes Par 
Directors of the company have announced 
a reduction in the par value of the shares from 
$100 to $25. 


Libby, McNeill & Libby Contemplates no 
Stock Dividend 
President Burrows, of the company, said: 
“There is no stock dividend in contempla- 
tion or anything else in the Libby plans to 
justify the present bulge in the stock.” 


National Fireproofing Has Large Interest 
in Oil Lands 

About 3,000 acres of oil land at Haden- 
ville, Ohio, are owned by National Fire- 
proofing. Twenty-one -oil wells have been 
sold to the Carter Oil Co., a subsidiary of 
Standard Oil of New Jersey. The Com- 
pany receives a one-eighth royalty from 
this, and the oil development work will be 
extended. The company own valuable 
property at Perth Amboy, N. J., and it is 
the intention to dispose of some o fthis 
as opportunity affords. 

Inquiries for hollow tile for buildings, for 
underground conduits, brick, and sewer pipe 
are coming to the company as a forerunner 
of a building boom, and it is felt a period of 
prosperity is at hand for this concern after 
five years of depression from the war. The 
company has maintained its 23 plants in 
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fine physical condition, and is also in 
financial position to take advantage o 
portunities. 


N. Y. Savold Tire Expects Capacity of 1,000 
Tires per day. 

The parent company is the Savold Tire Cor- 
poration of Delaware. It has sold to the New 
York Savold Tire Co., Inc., the New York 
corp., the rights for New York state for 
$1,500,000. The latter company will either 
sell county rights or operate its own service 
stations in New York State. Its first plant 
will be located in New York City, and will 
have a capacity of 1,000 tires per day. Esti- 
mated earnings from this plant alone should 
yield substantial dividends for New York 
Company’s stock which is being listed on New 
York Curb. 


Savold Tire Sells Rights in Ohio 

Interests concerned in its affairs say the 
company has sold rights in the State of Ohio 
for $500,000, of which $50,000 has been 
paid. The balance will be received in four 
months. In addition, according to an official, 
the Savold Corp. will receive a royalty of $1 
for every tire treated in Ohio. This makes 
the third state disposed of, New York having 
been sold for $1,500,000, and the rights of 
Pennsylvania some time ago. 











